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Yellowknife, N.W.T. 
Auguste LS 5 ie Lo. 
(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 

MR. SCOTTcs Mo. Commissioner, 
ene you're ready, I understand all counsel who 
will be present today are here. 

THE COMMISSIONER: All right. 


Well, this is the first formal hearing held here in 


{ 


Yellowknife since we adjourned on June 6th, and through- 


out the Inquiry when I travelled throughout the north, 
I have advised all parties regarding the places I have 
been, and when we adjourned on June 6th you will 
recollect I was on my way to Alaska, so I will take 
this opportunity of simply telling you where I went 
and telling you the people that I saw so that that 
will be in keeping of the practice that I established 
at the beginning of the Inquiry. 

On Friday, Juneé6th, when the 
formal hearings were adjourned, I embarked upon a 
trip to the Yukon and Alaska, accompanied by Mr. 
Waddell, special counsel to the Inquiry, We took a 
helicopter from Inuvik and travelled along the Arctic 
Coast to Herschel Island, where we stopped at Herschel 
Island. We also stopped at the Dew Line station on 
the way to Herschel Island, then we went up the Firth 


River..across,the.British,.Mountains.and,on to Old Crow. 


{ 


We spent the following day, Saturday, June 7th, visiting 


the muskrat hunting grounds on Old Crow Flats and 
visited the camps of the Old Crow people out on the 


flats. °We also visited the camp of the University 
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1 of Toronto archaeological team near Old Crow where 

| evidence has been found of man's first entry into the 
sy Western Hemisphere, approximately 27 ,O00syears! ago. 

4 | On June 8th we flew to Fair- 
5 banks and the aircraft that we were travelling in was 
6 | struck by lightning on the way, which made that 

7 flight one we won't soonforget. Our Alaskan itinerary 
3 was arranged by the Alaska Pipeline Office of the 

| 
7 | U.S. Department of the Interior and it was on the 
10) basis of that itinerary that we travelled throughout 
{! 

11 | Alaska. We went first of all to Prudhoe Bay. That 

EZ was on June 9th, and we were Shown the ARCO facili- 
13| ties there. Representatives of Arctic Gas were also present 
aie and showed us the Arctic Gas test site at Prudhoe Bay. 
15) On Tuesday, June 10th, we spent 
16 | the day in Fairbanks. We visited the pipeline impact 
17 | Information Centre. We visited the Cheena hot oil test 
18 | centre which is a site where elevated pipe is tested. 
19) We visited the headquarters of the Doyon Corporation, 
20 | a native corporation, and I should say that we were 
gt eccompanied at this time by a Mr. Fraser “of the C.B.C. 
22 | angle Mr. sinclair of the "Edmonton Journal”, and 
23 | they devoted some of their evenings to determining 
24) what impact had occurred in Fairbanks on 3rd Avenue 
25 | and other places, and I know that you would all want 
a to commend Mr. Waddell and Mr. Fraser and Mr. Sinclair 
27 | for so doing. 
28 I had the pleasure of meeting 
29 | Chief Justice Rabinowitz of the Supreme Court of the 
20 | 


auth, State of Alaska that day as well. 
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1 On Wednesday June iith we went 


bo 


to what is knownas the Copper Center area. We visited 
a native village called Gulkana. We visited the head- 


4 | quarters of the Yathsna Native Corporation. We visited 








the Alyeska Camp at Glennallen and there we spoke to the 


6 |i Alaska Pipelines offices Environmental officer. 
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4 On June 12th we went to 
| 


Valdez and we saw the terminal facilities that 





31 Alysska is building there. We also had a chance 
4! to talk to the Alaska Pipeline offices environmental 
, officer at the terminal. .On Friday, June 12th, 
é| we went to Anchorage and there we had the pleasure 
7 of meeting General Rollins formerly of the U.S. 
| 
3 Army Corps of Engineers who heads the Alaska Pipeline 
5 | office and we met in addition to General Rollins 
10 while we were in Anchorage, Mr. Silcock the 
11 | Federal joint chairman of the joint Federal 
12 / State Land Use Planning Commission. We met Mr. 
13 | McVee the Director of Land Management for 
| the Bureau of Lands of the Department of the Interior. 
| 
15 | We met representatives of the Alaskan Federation of 
16 Native People, and I should say that we met many 
17 | other people during that trip, but those, I think 
18 | were the principal representatives of the Governmental 
i9 | and regulatory agencies, the industry and the Native 
20 | organizations that we met. 
21 I should say that it may 
22 | well turn out that Commission Counsel will wish to 
23 | invite some of the persons I have named or other 
| persons to come from Alaska to give evidence at 
25 | this Inquiry. 
26 | I think the only other 
27! place that we have visited since then that has 
28 | not been placed on the record was the visit we 


29 made on July 14th when we were returning from Old 
Crow to Yellowknife to the whaling camp at Whitefish 






















_ o Ian SW ieee, 
tea asisiti 2 “ta 


aonsto 6 Toft aan oh 


Lasromnetivas 2p HE B + ¥ a 


sitvenetg ar 


S50 Sana =o 


ord 90DLiS .32h escaeaeun etew cat 
faxohed takot edt to asaristio. iniot Istebet 


.iM tom of .motsecmmod paianeld a20 beret ejate 


tol JInsmeoss 4 baad to xtostosxrd ais ; “ppv 
4 oe! _ a) : 
,toineant oft to dae lores: a od 20 ebrat toa usete- ed ns 
\ P 
to noxsgoxzshe?t nedeeiA sad 30 aovitesneeexqet fam. oW 


vonm tom ow ta0¢ yee Sivoda Z bas elqoet eviist — | La r 

daid? I ,saont Jed gad toeict ertketi® alqooq eek | 
Iktuematevod sd4 to devidednaserget sagtoniay ost st8w 
eyrevev orlt bas yreerhme side: 2ehoneps yiotalupes bas, 
28m ow Sais anorseniateete — 

yam Ji init ysa- bivoda ft : a) . 7 
og deiw Liaw Poanued a att suo ae 


bas 7s iu vests oe a! . 
seta man overt T anioertet olfa to — 
anniohive avip of sites LA wee amos ot 2 3% 


28 Bo 
. 


isdijio yino and Aches 1 





‘eBH Jens mong ae bosimay 


ate tbecy: oid. an ee ote . ag 
™~ ? 
blo mon prix te sion | 
a aint 











Ly 


y te jens 


ALLWEST REPORTING L.-TD. VV ei. ehOGnte 7804 


BURNABY 2, B.C. 
Cross-Exam by Scott 











uM station on the Tuktoyaktuk Peninsula. 
2I Well, that is just to make 
3 sure that everything is on the record, so Mr. 
4 Scott. -- 
5 | VERNON L. HORTE, resumed 
6 | CROSS-EXAMINATION BY MR. SCOTT: 
ie Q Mr. Horte, the panel 
a | on construction that gave evidence before the 
2 Inquiry provided to the Inquiry a timetable of 
20 | construction based on the acquisition by Arctic Gas 
| 
11 | of all required regulatory approvals in the spring 
12) of 1976. 
13 | I wonder if I can ask you 
14) whether you now regard that date, that is, early 
13 | 1976, as a workable one? 
£6 | A Well, as time goes 
17) on it's a tighter schedule to contemplate, if you 
18 | like, the receiving of all necessary permits by 
19 | that date. So while we are still hopeful I think, 
| 
20 | you know, that it probably is tootight a date, the 
21) spring of ‘76. 
22 | Q What is your estimate 
23] today of the -- in terms of working out a construc- 
24) tion schedule, of the dates when all necessary 
25 | approvals will be obtained? 
26 | A Well we ne sta Wy 
27 studying the situation, Gir, to see -- even if 
28 | there were a later date, if somehow we couldn't 
a? maintain that schedule that I indicated here, 
30 | that is completion to the delta by 1980 and Prudhoe 


a oe 10901 ads Ao a oa ak 
4 7 a 4 


Homiees ,TTROR I pomaay 0 ¢ 
ve 7 TTODS 6) 


Lonsq srt ,afsow .aM oS 


odd o.oisd sonsbive evee ten aeltoussenos no 
to oidetsmid s Yrtupal! edsed Bebiverg yatopat 


a6) dtdox’ Yo mettiatopos. eds ae beead roitouttanoo 


orrage off. at alsvouggs yrotslgpsr ‘boxtupet ifs Yo 


-8teL to 


. ; j 
: : r A of i Fn wee 
roy Wes amo I Fi *ebsow 1 7 


VT ene: 
Gano oldstvow f& Bs ,ovelr 
; * we ; ¥* i ay - 


aoou arti an ,iLew 


vey Ii ,steiqnetno ed sivberos setiplt 6 e'¢2 no 
vd edimxreag visessood Ihe Bo privieost ait , exit 
(lise ows ow sikh 6a 


<HnisS 1 Lertegon 


ows 


SRB s tetpsteod at visedosa $k dedt eit -_ 
| won" 10 > Baia 


Re \ 4 ca} ; ‘ neis 
otemitée ug at ter 669 i. 


| ~ ot tianioD & $590 pnt atow to amves sit ~= ett to ysbor 


isegsoun lis nodw aéasb edd to ere et 


{hide bse se 
| i neve = > bi of Hie 
a'ablioo ow wodomoe Bk 
. voxel neuen é: oe 

sodburt. bas oees v8 


at , a 2 mw 7 aie 


ate Fats 


_ Stamnaale w aitie ei ae 


todd ,steb tele bIBRSY wom LOY sadsodw LBD 


tea 


7 




















| ot 
bey 





ALLWES P 1G L- @ 
ALLWEST REPORTING L-TD. Veljn HORE 


BURNABY 2, Buc. 
Cross“Exam by Scott 


l Bay by 1981. “At this stage certainly E.am-not.in 


a position to state that that schedule couldn't be 


NO 


3 met with a later date, but it of course is more 


4 | difficult the longer one has to wait. 
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V.L. Horte 
Cross=Exam ‘by Scott 
Q Let me ask you 
this, if there is a delay on that schedule of, let us 
Say, six months, what portion of the timetable is 
sufficiently flexible that the slack can be taken 
up there? 

A I think the real key to 
it is the amount of money that would have to be spent 
in that six-month interval that you're talking about 
in order to still attain the completion dates mentimed, 
and in other words the straight risk money that would 
have to be put up for more major expenditures than those 
now being put up in connection with the study »nsce 
and the regulatory phase, and it's difficult to really 
ascertain just what the situation may be at that time. 
It would depend, I think, to a great extent upon the 
feeling for the manner in which the proceedings had been 
carried out, whether or not an early date was contempla- 
ted, a judgment as to the chances of success, all of 
these factors would have to be taken into account to 
determine whether or not one would take the risk of 
atethatetime;eletris| sayotheispringvofi 1976, of*goihg 
ahead with some rather major expenditures, or whether 
one would instead -- whether instead it would result 
because of a delay in making those expenditures in 
any revised construction schedule. That could easily 
shift it a year down the road, is what I'm saying. 

Q Wellevapartefrom*shitting 
it a year down the road, do I understand you to say 
that you may contemplate taking up the slack that is 


created by a six-month delay in regulatory approvals by 
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inducing your supporters or promoters to advance monies 
required for major expenditures before you have those 
approvals so that work can earlier be done? 

A That’ Ava PoOSsilb lity, Sir, 
yes. 

Q Would final design be one 
of those major expenditures that might take place be- 
fore formal approval has been granted? 

A NOp wel Gon ee chinks youd 
really do the final design. I expect there may be 
terms and conditions or you'd want to await any specific 
terms and conditions issued with the certificate. 
which might affect that final design. So you could only 
GOusoO =far: 

QO What sort of major 
expenditures might be undertaken before the regulatory 
approvals have been obtained? 

A Well, ft think: what you 
could look at is pre-commitments on logistical materials, 
etc., that is in connection with moving materials down 
the river, pre-commitments in connection with construc- 
tion of barges, boats, etc., that would be required would 
be one of the areas that is very vital to early comple- 
tion. That's the major one that comes to mind. 

Q Have you formed any judg- 
ment yet as to whether in the spring of 1976 that kind 
of effort will be made or authorized by your promoters? 

A No, we haven't. 

Q And do I understand you 


therefore to say that if it is not made, that is if the 
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funds generally are not available until approvals are 
granted, that the project is perhaps a year behind the 
timetable which you've outlined in the construction 
panel? 

A It could well be. That's 
certainly something that we have under study. 

Q NOW el cake at... Mr Honce, 
that every pipeline project of major dimension requires 
a substantial amount of money to be expended on con- 
ventional engineering studies. 

A Yes. 

Q Yes, and I take it that 
this pipeline is no exception. 

A thet. SS! COPEect. 

Q Yes, and that because of 
the novelty of the engineering problems, a great deal 


of money that might not otherwise be expended has been 


expended in this case. 


A Yes, it has. 

Q Yes. Well now I've seen 
in the press a report -- there may be evidence of it 
here -- that Arctic Gas assets that it has spent $60 


million on advanced studies, bringing it down to the 
application stage. Is that correct, more or less? 

A Well, I'm not sure of 
the date of that report. At the present time we've 
Spent something just in excess of $80 million. At the 
first of the year I think it was about $60 million we 
Spent. By the end of this year our budget will have 


brought us up to $100 million. 
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Q All right. Well, let's take 
it at the beginning of the year when you had spent 
$60 million. Now how much of that related to environ- 
mental or socio-economic work agart from conventional 
engineering studies that would be done on the pipeline? 
Approximately. 

A Wer, at'stwery datficult 
really to differentiate between the two on the straight 
environmental studies concerning the mammals, the birds 
and the bees, the fish, etc., if you like. As I 
recall, those costs have been something in the order 
Or SL4 million. Not inchuded "rn there, ‘of courses 
all the costs associated with the three test facilities 
that have been in operation which are very much associa- 
ted with the environmental aspects of the project, that 
is the construction of the pipeline and the operation 
of the pipeline in the permafrost areas. Those 
expenditures, as best I can recall, are in the order 
of $10 million on those three ‘test facilities, which 
therefore I think you'd have to look at as fundamentally 
environmental in nature. 

Now there is a great deal of 
geotechnical work in addition to that that has gone 
on, and I'd say that geotechnical work to the extent 
that it's gone on with this pipeline is quite different 
than the normal geotechnical work that goes on with 
pipeline design, and has been a very major part of the 
studies undertaken. I can't place offhand for you a 
figure in connection with those studies, whether you 


would classify those or some part of those environmental 
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or whether you'd classify them as engineering, I think 
they ‘xe abit of both. 

Q Well now, is the -- is any 
socio-economic study work you've done included in that 
$14 million figure? 

A NO Wisi snc: HR ctlgty ice 2 
the straight socio-economic -- these figures I would 
want to have the opportunity to check, sir, but I'm 
inclined to think they're in the order of a million and 
a half dollars or thereabouts, on just straight socio- 
economic studies. 

Q Well now, how are those 
figures altered for environmental studies and socio- 
economic studies, as a result of your expenditures this 
year? 

A Well, the figures I have 
given you would really bring us pretty well up to date. 

Q I see. There are a number 


of tag ends, some from last week, some from earlier, 


Mr. Horte. In planning your pipeline and its dimensions, 


did your people give any consideration to the possibility 


that the Arctic Gas Pipeline would carry gas from the 
north petroleum reserve No. 4, which has now been 
released by the President? 

A Yes, in that when we 
were consi@ring and in previous discussions, testimony in 
this hearing, when I have been talking about the North 


Slope I have, as the potential of the North Slope ana 


the development of the North Slope I haven't differentia - 


ted as between Pet 4 and other acreage. I've just considered 
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that area including Pet 4. 

Q Well, do I understand 
then that the evidence you have previously given on the 
subject of looping is not altered by the fact that that 
reserve has now been released? 

A Well, when you talk 
about "that reserve" you're talking about no reserve. 
You're talking about wildcat acreage primarily that has 
to be explored. It's orn that the ownership of that 
land on the North Slope is owned by the U.S. Navy, it's 
been an acreage set aside for the U.S. Navy. The 
exploratory activity that's taken place on that acreage 
is almost negligible. 

Q NO, 2.0uUL as 1 understand, 
that is now a possible area of exploration -- 

A Yes. 

Q -- and one which will be 
Obviously seriously considered. 

A £ understand that the 
U.S. Navy has entered into a contract for the -- for 
a certain amount of exploratiorfon those lands with 
Husky Oil, who I think will actually physically carry 
out the work, drilling certain wells and carrying out a 
good deal of seismic activity in the area. So it's in 


the early stages, if you like, of exploratory effort. 
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Q Does the availability 
of that area for exploration have any effect whatever 
on your prognosis about loopingeither the Interior 
or the North Shore Route? 

A NO; Sir; 1 made’ nod 
differentiation. I assumed, in any of my comments, 
that exploration would take place’ on any of that land 
regardless of ownership. 

Q Now, Mr. Horte, I would 
like to ask you something about the relationship 
between NES. and Arctic Gas in connection with en- 
vironmental work that was done. Now, in your evidence : 
you referred to the fact that Mr. Hemstock was 


the Director of Environmental Studies but at all 


times an employee of Arctic Gas, do I have that 


right? 
A Thak as correct, 
yes. 
Q What were his particular | 
terms of reference? J | 
A Well, he's the sevsen = 


or officer, if you like, in the CAGSL organization 
responsible for the environmental studies and 
supervising the environmental studies that N.E.S. 
has suggested be initiated. Those are all reviewed 
by Mr. Hemstock and his staff. They are also reviewed 
by Mr. Hemstock who presents such plans to the 
environmental committee of the owner companies, so 

that these plans are reviewed very thoroughly and 


Mr. Hemstock is the man responsible for seeing, from | 
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- a CAGSL standpoint that we are spending our money 


i) 


wisely and properly in the environmental area. 





2H O Well, I am not quite 
| 

4 | sure I understand the interaction. At Arctic Gas 

sys 


you have Mr. Hemstock who is called the Director 





6 of Environmental Studies. 

7 A Yes. 

S| Q At Northern Engineering 
9 Services, on the other hand, there is a group 

| under Dr. Clark that is jointly charged with environ- 
a mental and engineering work, is that correct? 
cod A Well, I think that | 
B35 under Dr. Clark, environmental and geotechnical. | 
sal Q Correct, «Vesa 

sal A Yes. 

16 | Q Do I have the positioning 
“sil of the two groups? 

18 | A Ves od thinkevyou gor 
19 | Q How do they interact? 

| 

20 | Who initiates, who decides, who recommends? We know whovays 
aah 
nied A The 
22 initiation in the first instance would start with 

23;| the N.E.S. environmental people who had to carry 
24 | out the overall studies and they budgeted for or | 
25 | initiated with us plans with respect to environmental | 
es work that should be done at various points in time. 
+i In addition to that the 
ae Environmental Protection Board who acted as an 
a advisor to us likewise submitted to us, CAGSL, : 
30 | what they felt would be environmental studies that | 
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should be undertaken. It was the function of Mr. 
Hemstock and his staff to review these proposals made 
to him to add to those any that he or his own staff 
felt were appropriate and then to review these plans 
with an environmental committee composed of representa- | 
tives from each of the owner companies in CAGSL. 

Following this all of these 
environmental plans were also reviewed by the 
Management of Arctic Gas, including myself, for 
budget approval and ultimate approval by the 


management committee. That, I think, describes as 


best I can the process that was utilized not only 
in the environmental area, but other areas as well. 

Q Well, let's deal with 
an example to see if I understand. 

Do I understand that the 
environmental people in N.E.S. through Dr. Clark 
would make a proposal for a study or a project and 
that proposal would go forward to Mr. Hemstock? | 

A Well, it was done 
in proposals. You would budget well in advance | 
of the particular time of year, jyou, know; as .a | 
whole. Plan for a season of the year, if you like, | 
but arbhagecorrection, syesip preposal. 

Q And I take it then that 
Mr. Hemstock and Arctic Gas would decide whether 
the proposal was within the budget or was desirable 
or undesirable. 

A Well, no, the proposals 


were first submitted to him as budget proposals. He 
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then went through the mechanics that I have just 
finished outlining with respect to those proposals 
and ultimately those proposals, some of which might 
have been rejected, others might have been added 
were ultimately approved by the management of 
CAGSL and the management committee. 

Q Well, let me ask you 
this, were any environmental proposals coming forward 


from N.E.S. rejected from time to time? 


A frcan tbe that specific: 


I would be very surprised if there were not some and 
I would be very surprised likewise if others weren't 
added that CAGSL suggested or the Environmental 
Protection Board or the Environmental Committee of 


CAGSL may not have suggested, 


Q And I take it that 


any rejections could be justified either on budgetary 


grounds or on Mr. Hemstock's opinion approved by 
his superiors that it was inappropriate for one 
reason or another. 

A Yes. 

Q Well; now, you agree 
that I have correctly described the joint geotechni- 
cal and environmental group that worked under 
Dr. Clark at N.E.S., may I ask whéher this proposal, 
this proposal for organization of the staff was 


one that was made by Arctic Gas or by N.E.S.? 


A ifvam. not just 


sure what part of the -- you mean the whole mechanics 


that I've just outlined? 
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Cross-Exam by Scott 


Q Well, let me make 


clear what I am getting at. It has been suggested 


to me that this amalgamation of geotechnical people 








and environmental people under even such a distinguished 


engineer as Dr. Clark is an unusual marriage and I 
want to know whether that marriage was made at 


Arctic Gas's insistance or because N.E.S. wanted 


it that way. 


A Leamvnor sure. (1 
can't answer that question. I can find out that 


answer for you. 


Q I would be obliged, thank 


you. 


Well, now, when a project 


was decided on and approved by Mr. Hemstock and 


the Arctic Gas management, who ultimately was responsi-' 


ble for establishing the terms of reference of the 
project? 

A Well, each item in 
the environmental studies would be budgeted 
for. Each individual item whether it be a particular 
study concerning a study on fish in a particular 
area of the country or a study concerning the 
study of birds on the North Slope, each of these 
were budgeted separately so that when we were to 
proceed with that particular item, it was a matter 
of an A.F.E. being filled out and the project 


went ahead. 


N.E.S. then actually carried 


out the program that everybody had agreed upon. 
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V.L. Horte 
Cross-Exam by Scott 

Q Well, would it be 
correct to say then that the terms of reference of 
any particular program were jointly negotiated in 
between N.E.S. and Dr. Clark on the one hand and 
Mr. Hemstock and Arctic Gas on the other? 

A They were all 
thoroughly reviewed in the very budget process that 
we have discussed, so that once that was approved, 
it was just simply a matter of implementing the 
program. 

Q Well, now when environ- 
mentalists were in a position to report on a study 
or finding I take it they reported to Dr. Clark? 

A Pecan tone yOu 
the exact reporting mechanism within N.E.S. They 
had a man that was in charge of the environmental 
aspects. They had other men that were in charge of 
the geotechnical aspects. Dr. Clark, I g&her had 
bother of these functions reporting to him, but 
I think the main lines of communication, if you 
like in the environmental area were between Mr. 
Hemstock and the man that was in charge of the 
environmental aspects for N.E.S. I think there 
was more communication there, if you like than 
between Mr. Hemstock and Mr. Clark. Mr. Clark, 

I think, to a greater extent was looking after the 


administrative aspects of the environmental studies. 


7817 
































Barts bruset ano ins no tuslGesa 
erate) edd 20 ne ak StA 
iis exew yen A - 
tert agsroiq sepbod yxev: ont ob 7 
 boveugys etw Jade ooo ¢ Jost 08 «5 
eis pritmometignt to x 


-toxrivae modw won ,llowW Q 
yeuse 6 fo troyet of nottieeg s ‘ti sxe ase listoom 
'*8is£9 x@ of sels ii  tinkal a k ¢ pet bttt w 
woy List +*aao fT A 
wot? .2.8.0 ainekw mainstem prisioqos Hoses odd 
tethamnortune ‘wilt al opsedty ai wow teri? jon 6 burt 
qo Bprsads nr Stew jaas regis sottite died yed? seaneqes 
bad audio f Jie AG .edosged ieobhthadeng ole | 
sud \nt oF pnittoges amolzons? eda te xentod | 
voy TL joteezsieane he acti a 
IM neswied exov ois Snilotnos.voe one 
sit 2o spusids uk aw J ne 
stent Ande 1 tnt se a ; 
redt otis udy 2s $ seiteoLaumMOD BoM 
\ tant! ‘Lat cae at ke | 


ee nes 


sativa © “ot | 


-O P 
a 
tL 





ALLWEST REPORTING L-TO. 7818 | 
BURNABY 2, B.C. i 











Vets. HOLCTe 
Cross-Exam by Scott 

Q Well, what was the avenue | 
of communication then, as between these two companies | 
when an Ev ironmental finding was made which might be | 
thought to have geotechnical implications? | 

A Well, I'm sure those were | 
reviewed within N.E.S., within Dr. Clark's group, and 
the result was submitted to CAGSL. 

Q Well, was that a Pieuaeron 
in which Mr. Hemstock went to the geotechnical people 
atuN ES. 

A I don't know whether Mr. 
Hemstock went to them or they went to him , ai 
don't think I can state it any more clearly. There 
was constant communication between these two groups. 
I don't really follow the guestion, sir. I don't under- 
stand what you're getting at. Maybe I can help you if -- 

Q Well, I presume that once. 
an environmentalist had made a finding or a determina- | 
tion as a result of a study, it was necessary for him 
to communicate that with some directjon, perhaps co 
the people who were charged with solving the geotechnic- 
al problem. 

A Yes, and I'm sure you'd 
get directly in touch with M. Clark in those areas, 
and I'm also just as confident that we would have the 
results of all that environmental work. 

Q Well then, would it be 
correct to say that Mr. Hemstock on behalf of Arctic 
Gas was the conduit that brought environmental findings 


to the attention of the N.E.S. geotechnicians? 
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Cross-Exam by Scott 


1 A Well, I'm sure he would 


be partsor it, but »rightswithin the N,B.S. .organization 


bo 


3 they had a man heading up the environmental aspect. 
1 
4 | They had a man heading up the geotechnical aspect. fhis is 
5 | the same organization, and under Dr. Clark I would 
6 || anticipate that those two groups were in close communi- 





i cation and that they were also in close communication 





S| with Mr. Hemstock, in the environmental area, and CAGSL's 
5 engineers in the geotechnical area. 

10 | Q Well, let me put it to 
ll} you this way. Would it be possible that any consultant, 
12) any environmental consultant on the staff of N.E.S. 
13| would have reason to complain about communicating his 
14] views, about his ability to communicate his views to 
15] the geotechnical people? 
16 | A Well. wouldnt t sthank 
17 | so. Have you heard of such a situation? 
18 | Q I don't answer the 

I 

19 | questions. Well now, Mr. Horte, I have read your 
20 | evidence on the significance or insignificance of the 


proposed Mackenzie Valley Highway in connection with 
this project, and do I understand it to be that if the 


| 
23; | highway were built at least at certain portions of its 


24 || route, you would find it useful but you don't need it? 

25 | A Tthink ithatts. the 

26 | substance of the testimony I gave last time I was here, 
Hi 


| sir. 
28! Qe Yess) Now I take it 4+ 
29 | appears relatively clear that little of the remaining 
30 | portions of the highway will be constructed as far as 


eres 
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Volis HOLE 

Cross-Exam by Scott 
we can tell within the period during which you propose 
to build your pipeline, you're aware of that, aren't 
you? ; 

A Well, I understand there 
has been a slowdown for the present. I don't know how 
far that will extend or what will happen over the next 
few years. 

Q Well now, Mr. Dau told 
us on April 21st in Volume 39 that in drawing up your 
construction plan you had specifically determined to 
use portions of the Mackenzie Highway that were envisaged 
but which have not yet been built. 

A Ves ely think) jour, constzucs 
tion plan envisages the highway being built to Fort 
Good Hope and in fact on reading my previous testimony 
i think it was in error. 1 think thateld wndicated in 
that testimony that the cost estimates made did not 
contemplate any highway construction, and to that 
extent I was in error. The construction plan definitely, 
and the cost estimates therefore, reflect a highway to 
Fort Good Hope. 

Q Alla Paghte., Are you, om your 
people in any position to estimate the alterations in the 
construction plan in terms of cost, as well as in other 
matters, that will be necessary assuming the highway is 
not bwiil e2 

A Yes, I'm sure we will 
be able to do that. 

Mi SCOTT: 

Is Mr. Dau going to be 


able to deal with that, Mr. Marshall, later in the week? 
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Vou. Horee 
CrossExam by Scott 


MR. MARSHALL: I don't know. 

Mee FoOCOlT. «Ll take: ft Mr. norte 
isn't able to deal eiten it now. 

A Well, I've only had 
very preliminary discussions on it. I don't know 
whether they have re-estimated it at this stage or not. 
Pvdon t= think it would be*a major “undertaking, and T 
understand that the impact on cost would not be that 
Great, oulL. 

O Are there any implications 
at all in those possible facts in terms of timetable? 

A No. 

Q Has any consideration been 
given to addressing the Federal Government on the ques- 
tion of the construction of a highway? 

A Not to my knowledge. 

Q Has any consideration been 
GivensLOepartictpatring, 2m the Construction “of part of 
the highway yourselves? 

A No sir. 

Q Now, Mr. Horte, in your 
previous testimony at page 5921 in Volume 45, you said -- 
ana i. *think I summarized it correctly -= that, 

"“Alitour costs’ wall be incorporated, “ 

"All our costs of construction will be incorporated 

and will be completely recoverable in the rates." | 
Now, do I understand from that that what that means is 
that while you estimate your costs prior to construction, 


the consumer will ultimately pay whatever it costs? 






























wont nob x es nit 
. o320H mM od? etme tf 1 PrOoe. sam : 
wort FL ag IW tnt os sofas a 
hart yIno ew'tT .SEsSW 4 _ 
wots Snob tig Ne enciaeteetb yienimibesg ysov 
,30n to epaste ain +5. of hewimtateag evedt yorlt vernterw 
i bos’ .paidetisboy satsm s od ‘Bimow st tasty 2" nob I 
4ed2 ec son Sluow IED 10 dckiond aks dead basteteias 
~=— jd . fear 

unoltsofiami yae saets OTA 0 


Sofdedomty Fo witted oi edos® oldiesog geod? mb Dis 26 





ou & 
mood colsyrabtenen AB ebh Q . - 
~goup afd od caonieyvod “Isrgbe'T ony onteanbbe od mevip 
“vewiped @ to noliourtenes ads 20 nots 

opbetwouxdt yt ot son ri 

naed noOigatebiaitos Ye Se A) 
Jo uxsq to cattowexsaov ane “as vette iti ot — 
crew lee woy sensoktip het oft 
sxte on A 
4uoy at .SaxOH 23M 1 woe o 
aw» bigs voy .@) omulov al 1802 espegq gs yoomizees suoivezq 
asi ++ eLaseriros a pes teemmue T Anids T bes 
“ Regetogroone od Tht hell two LIA" — 
bedsxagsonni od fLiw cot sepadenos % ajeon x00 IrAee 
|" egties ant ni ofdezoveoen viodletqaae ed ain —— 
at anbont sade gitw sede sedi avi ma mi 1 Ob 


nt haedeiiadialiaeael os ead: = mL oe Piel snoninn a 
a AS on baa 





“~~ 
4 
¢ 
7 a a, 
7 


ALLWEST REPORTING U-TO. 


7822 


BURNABY 2, B.C. 











Vol. Horre 
Cross-Exam by Scott 


A Providing those costs are |; 
sound and legitimate costs, they'll all be reviewed 
by the regulatory body that sets rates and we would 
anticipate yes, that they will all be recovered over the 
life of the project from the ultimate customers, just 
like any other pipeline. 

Q Well, what are the incen- 
tives which you are aware that will work on you to 
keep those costs down? 

A Well, simply the fact 
that they are so high already that sh 

Q I thought that might be 
a factor that worked the, other way, in these matters. 

A No, iscon + thinkiiso. not 
when you're talking about the economics of moving gas 
from these frontier areas. Well, besides that I 
think therets just the inherent, fact that. this, project, 
like sanveotnen pipeline project, 1 think, 1s first of 
all when it is the only company, everybody tries to 
do a sound and efficient job; and in addition to that 
the regulatory bodies go over the plans in detail and 
have to approve what you intend to construct and also 
thatyoortion Of it ‘that. will be jinput unto wthe rate 
base, so it isn't just something that you can willy- 
nilly go out and spend a lot of money on. 

Q I recognize the regulatory 
body as a specific pressure of which you are aware. 

Are there any other pressures of which you are aware 
to keep costs down? 


A There is always a pressure 
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Vou. HOrre 
| Cross-Exam by Scott 

1) to keep costs down, and any waste of funds in the trans- 
| portation system itself does one of two things: It 

*y either increases the cost to ultimate customers that 

a you're serving and therefore it reduces your competitive- 
>| ness in the market place, or two, if those costs are 

ei fixed by the competitive market place, excessive costs 
1 in the transmission facility will result in a lower 

’ net back to the producer and a lower incentive there- 

"| fore to develop the future reserves that any pipeline 
| must rely upon. So there are very strong incentives 

| to keep costs down in your own self-interest. 

a Q Is your borrowing program 
aa geared to your construction costs? 

yl A Yesye it Sa Major factor. 
i. We hope to borrow approximately 75% of the total cost of 
the project, so to the extent that the costs are 

_ increased, the amount of borrowing required will be 

| increased. Likewise the same is true with respect 
on to the equity. 
ne Q And to that extent those 
“a estimates are relatively critical. 
| A Yes sir. 

el Q Is checking these estimates 
a one of Northcan's terms of reference? 

al A No; not one particular 

i element of Northcan's terms of reference. They will 

i certainly be looking at the construction cost aspect, 

9) |! 

ae the actual physical cernstruction part of it as a further 
29 


check. 


<7 Q Have they any responsibility 
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V.L. Horte 

Cross-Exam by Scott 
in validating the cost estimates that Arctic Gas makes? 

A NO; not as Such. 

Q Well ‘now, Mr. Horte, 
you've -- imyour previous evidence you've been asked to 
compare your project with the El Paso project from time 
to time, and it will not surprise you to remember that 
you compared it favorably, and I think one of the 
reasons you advanced is that your project is more 


economical. 
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Cross-Exam by Scott 


A eS, cnac worour Delier. | 

Q And one of the areas in 
which it is more economical is that of course it 
provides a lower tarifff for transporting gas. 

A Yes: 

Q Well, now “*think=*your 
projected tarifr is about 90C “in “MM BYT.Ui"s “is 


that correct? 


A To the -- to what point? 


To the U.S. - Canadian border point? 


Q Carrying gas from the 


Alaska border down to the American border. 


A tf chink’ that Gasrapproxim= 
ately correct on a fully loaded system. Those 
figures are right in our exhibit here. 

Q Now, what is your ~~ 
estimate of the equivalent El Paso cost of ee SoU TAn 
gas from Alaska to the border? 

A Oh, maybe I could ex- 
press it this way so that it will he -- 

THE COMMISSIONER: Excuse 
Me, petore: you ao, Mr’. Horte” Se Mr. Scott, what 
are you talking about? Gas from Prudhoe Bay to the 
49th parallel or gas from the Alaska-Canadian 
border to the 49th parallel? 

MR. SCOTT: " I think ‘actually, | 
Mr. Commissioner, the projected figure which Mr. 

Horte is correct, is given in one of their documents, 


for 
is 90.9¢ transporting gas from Alaska, that is, from 


within Alaska to the United States border. I'll have | 


! 
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1 woxcheck the *rigure? but i think that “is "correct. 
| MR. MARSHALL: ~ Mr. Scott, 
3 with respect to El Paso it seems to me that you | 
4 | have to talk about common reference points. You | 
>| Can Calk-about the tariff or "transportation across | 
6 | Alaska, then there are other components for liquifac- | 
7 tion, there are other components for sea transport of 
3 LN6, other components for re-gasification and | 
5 other components for transportation to the same | 
10 | Mancet- pone anda 1t 1s" avery, very complex =- | 
11 Mae SCOTT: “Iam quite | 
12! prepared to let Mr. Horte select the comparisons, | 
13! but when he says that it is more economic and gives | 
14 | Arctic Gas's figure for the tariff, I want to know 
13 | what the comparable estimate is for El Paso. If the 
16 | position is that it is economic, I would like to be 
1a able to judge to what extent Tee Ls "eConom Cc, 
18 A Well, maybe I could | 
19 | comeSathitybést-this™ way ‘then, not to compare | 
20 | absolute tariff charges to each of the points because 
21 | I remember -particulary the differences and | 
22 | express it this way that as compared to Canadian | 
23 | AueePecGas:, Yittis "our*estimate that the cost of | 
24] moving Alaska gas to the L.A.-San Francisco area is | 
25 some 30 to 40¢ an m.c.f. greater via the | 
26 | El Paso system than coming down to our system to a | 
27 | connection with the U.S. border and then a O aneportation 
23! system from that point on to those two market areas. 
29 | That is our estimate as contained in a study presented 
30 | to the Federal Power Commission as to the advantage 


} of our project over El Paso's on the west coast 
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1| markets. With respect to the movement of Alaska 
2 | gas to the Chicago area of the United States, as 
3 | between the two projects, we estimated that the 
4 | cost differential was 80¢ or thereabouts different. 
- | By reason of the fact that 





| in the case of the El Paso gas landed on the west 











6 i 

2, coast, if it were to get to the Chicago area, in 

3 | our estimation there is a substantial cost on the 

7 interchange movement attributable to moving gas 

10] from the west coast to Chicago notwithstanding 

7 the fact that there are facilities where some 

121 interchange can take place in west Texas. 

A El Paso on the other hand 

2 contends that those costs as between movement from 

+s | the west coast to the Chicago or eastern part of the 
1! U.S. are negligible. Now, there's the difference. 

17 | i) “Accepting the 
13! comparisons that you have made, in other words, 
19 | allowing you to select the equals. | 
20 | A Yes. 
21 | Q Do I understand that | 
= the delivery to the west coast has about a 30¢ | 

4 | 

23 | spread in your favour and delivery to Chicago 
ral has about an 80¢ spread in your favour? : 
25. A Thats Oursestimate, Sir | 
26, yes. | 
27 | Q And does that include the 
28 | fact that as I understand it, only 80% of the Alaska 
29 | gas will be moved, whereas 90% will be moved under 

501 your system? 
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A No; -. “hank this is on-a 
straight m.c.f. basis and doesn't take into the 
account the fact that under the El Paso system and 
because the fuel usage is higher, that isn't a 
cost element in this. This is a cost of moving 
the m.c.f.'s that land in those markets on the 


respective two systems. 


Q Yes‘ 

A -- from the respective 
two systems. 

Q And I take it therefore 


that apart from the cost of movements spread, your 
scheme in your judgment has an additional advantage 
because you can in fact move 10% more of the gas 
because you don't use it in liquifying it. 

A don’ tathink the 
difference is quite that great. As I recall we 


estimate their fuel usage at -- in getting it 


directly right to those respective markets, it is some- 


where between 16 and 18%. Ours, as I recall, is about 
9.4% to the U.S.-Canadian border and then the 
additional fuel required from there to get it 
to those markets, to the best of my recollection is 
somewhere around 3 or 4%. So you'd be talking 
somewhere in the order of 13% on the one system, 
maybe versus 18 on the other. 

Q Yes. And how 
much Alaskan gas is your project going to move 
an the €¢£fth*year ? 


A Our estimate 1snVe2.25 
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billion cubic feet a day. 

Q Yes,and we can there- 
fore calculate the saving under your project by 
virtue of the tariff, by multiplying that figure for 
the fifth year against the spreads that you've 
described which I understand are estimated. 

A Well, I don't know 


how you calculate a saving. The savings I quoted 


are on a cents per m.c.f. of gas moved to the market. 


Now, another factor, I don't know how you, exactly 
you evaluate that, is the fact that they will get 
less m.c.f.'s via the El Paso system. The cost 
per m.c.f., the differential is as I nave stated. 

Q Yes, but dealing only 
with the differential and assuming at the end of 
the line you want to buy, if you can imagine this, 
animic.f.. ofeigasie you, calculate; the reduction, in 
the cost, or the potential reduction in the cost 
of that gas by looking at thespread between the 
two products. 

A Wells.al sshaink thats 


only true unless you have some other source in which 


you can buy or obtain that commodity at an equivalent 


price.. The difference. 

QO Well, then what is 
the -- if it means nothing at the end then perhaps 
I have misunderstood you. What is the virtue in 
assuming that there is a spread difference between 
you and El Paso? 


A Well, I think the 
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| difference is that that amount of energy is lost 

“| from the standpoint of it being domestic energy in 
3 the U.S. In other words, they have -- they would have 
4 | that much less domestic energy available to the 

>| market from their own -- within their own country. 
64 That doesn't mean necessarily that they are going 
7 to be short that amount of energy. There may be 

5 other forms of energy that will look after that or 
2) they may import that guantity of energy, but it is 
10 | a factor, we fHenk a very significant factor when 
12 | you lose, if you like, that much energy, that could 
12 be saved through the movement -- by moving the @s 
13) through the Arctic Gas system. 

14) Q Well; Mr. Horte, 1 
155 am sorry, I don't understand. What is meant then 

\ 

16) by cConiparing the spread between the two tariffs 

17 | which you compare favourably from the point of 

18 view of Arctic Gas, what does that mean in the 
19 | end? 
29] A Well, let me put it 
21 this way that let's say that you had two pipeline 
22 systems a thousand miles long, one from point 
23 A to Point B_ and the other doing exactly the same 
24) ching, 
25 | Different design, etc., the 
26) one capable of moving 2 billion cubic feet a day and 
zt the other one capable of moving 1.9, let's say, 

28 | billion cubic feet a day. You could well have a 

| 

25 | situation where the cost of transmission per m.c.f. 
30 | 


for those two systems depending on the design might 
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be identical. In fact, you might under a particular 


set of circumstances or design conditions have a 


on a cents per m.c.f. basis might move it cheaper. 





| 
3 situation where one project moving the eo 
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Now, that doesn't account 
for the other 100 million cubic feet a day, and in the 
example we're using, the fact that that 100 miliion 
cubic feet a day was used up or utilized in ieaccnair a 
the other I.9 but the actual cost having taken into | 3 
account the cost of that gas used to fuel that system | 
might still be cheaper for the 1.9 in my example. 


Q AV srione.; 


A But you will have lost 
that energy if you adopted that system. | 
Q Well, let's see if I 


understand now. Let's take California as the end point, 
dont wnderstand you to say that Arctic Gas* costs of 


transporting are 30¢ less per Mcf. 


A For those Mci-s transpor- 
ted, yes. 

Q For those Mcf.s transported. 

A ves; 

Q So on an absolutely free | 


Market you would be able to sell that Mcf. at a lower 
price than your competitor, who has had to pay 30¢ 
more to bring it to the same point. 

A No argument. 

Q Aliveerahin, Gao -Lhat an 
terms of costs you can measure the saving by utilizing 
your route by multiplying the spread times the volume 
of gas that comes out every day. 

A Well, that certainly is 
true with respect to on an McES basis. I don't 


know exactly how you measure the loss, if you like, in 
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1 your equation, of the fact that you're not getting 


ine) 


this other 5% of the gas. Now that is taken into account 








3] emcee Say lin the cost per Mcf. of moving the lesser 
4 VoLunemtinetvatL 1tstsra ruel™ cost. There-1s“a fuel’ cost 
> | involved in calculating the rate on the El Paso 

6 | system, the utilization of that aol Ehae’ S=part sor 


~J 


the equation that results in the Mcf. charge on the 


[o9) 


El paso system. 


Q Butrwhat you can say in 

an an ideal situation where there were unlimited supply 

on | in Alaska and unlimited demand and where both the 

sia El Paso route and the Arctic Gas route were built, 

= inate we, Arctic Gas, can, bring you this Mcf. for 30¢ 

i ess 

A. A Yes. 

16 | Q And; I take ort that over 
| a day that, in a five-year period, would produce 

a a theoretical saving of about six or $700,00C. 

| A initavetG-co. o tittle 

il arithmetic there. 

21) Q I have the process right, 


have I? I multiply two times 2.25 times 30,or times 
80 if it's going to Chicago. 
% Yes, yes, it would be 
six or $700,000. 
i THE COMMISSIONER: That's what 
| thesU.sS. consumer, that"s the saving to the U.S. 
consumer each day if his gas is shipped through Canada 


instead of by the El Paso route. 


| A Well, you can't necessarily 
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make that jump, sir. The price in the ultimate 
market place as set by the Federal Power Commission 
Might be identical, and the differential, if you like, 
ppcbolas e's 

would mean a lesser price for the gas field than would 
otherwise be the case. 

Q Put loOkingaat 1 in the 

from 


abstract ‘point of view of the U.S. consumer, in the 


absence of Federal regulatory intervention, that is 


{ 


a saving to him each day if the gas that he wants comes | 


Enrougn Canada: instead of by via the El Paso route. 

A Forgetting completely 
about regulation, I don't know that we'd end up with 
the consumer as such in that the price of gas would 
go to its competitive level under an ideal situation, 
whatever that may be. The customer would buy gas or 
his form of energy on the cheapest basis possible, if 
that were the scenario, if you like. If that sets the 
upper limit, competitiveness set the upper limit it 
would still trickle back through to the producer then 
in that situation, as getting a lesser price than he 
would otherwise get under those circumstances. 

WHS, TCOMMIUR OQ) bie Ibe A TetepcteS, 
doesn't it at the worst give you when you go to the 
regulatory agency a little more room to play because 
you can say, "Our costs of bringing this down here 
is 30¢ less." 


A Certainly, we think it's 


a great advantage whichever way you want to look at it, 


is a tremendous advantage to the ultimate customer 


because if you say that the price to the customer 
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is fixed and the benefit goes back to the producing end, 
that differential can make a great difference in whether 
or not exploratory activity Wilds igortomard.o Then differ - 
ential is very important to exploratory activity and 
therefore to future supplies of energy for that customer. 

Q And the differential, as 
I understand you, or the spread, can be utilized either 
going back to the producer increasing the funds available 
for exploration, or ciate aalniiing the price at below | 


market, perhaps. 


A Yes. 

Q Or for some other public 
purpose. 

A Yes 

QO Mr. Horte, in dealing 


with hunting and trapping lines, I think you said in 


your evidence in chief -- I don't have the page but 
I think it's in your canned evidence -- that Saree 
because of the multiplicity of these lines and perhaps 
your precise or your imprecise knowledge about where 
they were, simply decided that you would select a route 
initially without regard to their location unless they 
were obvious. Is that your evidence? 

A Well, the initial route 
was selected and I think I went on for some pages and 
described that. Superimposed on all that were the 
-- all the environmental considerations which -- and 
a great many of those have already been taken into 
account, but finally in the ultimate selection there 


was superimposed upon the route, all the oher environm @mtal 
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factors including trapping lines, etc., and these were 
COonsi0eredstorcne best .OoL OUr ability, in, trying .to 
select the ultimate route. With respect to the trap- 
lines which cover so much of the area, you certainly 
couldn't avoid all the traplines, it would be impossible 
toSuild a pipeline through the area and accomplish thee! 
They were taken into consideration and certainly there 
are other witnesses that I think could better describe 
for you that process and what effect the location of 
these may have had on the ultimate location of the 
pipeline. 

Q But wasn't it your 
conclusion that because traplines could not be avoided, 
they were substantially ignored as a factor in route 
selection? 

A Igaternclianed, to. think tha 
that was the situation, and I think I so testified 
before. I think that is a question, however, that can be 
answered better by the people that were directly involved. 
I believe that was the situation because there were so 
many of them you c ouldn't, if you were going to run 
the pipeline anywhere through the area, they couldn't 
be avoided. Furthermore, I think from an environment-+ 
al standpoint it was felt that while there might be some 
impact, certainly during the construction period, the 
impact on the trapping areas over the longer term would 
not be of major consequence. 

Q Well now, can you tell 
me whether you or your consultants have had consulta- 


tion with the proponents or the organizations responsible 
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for other kinds of land use that might in some way 
affect location. I'm thinking, for example, of the 
Kendall Island Bird Sanctuary. Would you consult with 
those people as to your route? 

A I'd be surprised if we 
edhe we ouee aon’ t know speci tically. You'll have 
to ask our environmentalists. 

Q Well, let me give you 
some other names of agencies or organizations concerned | 
about . ‘ -- that might be concerned about routing 
and if you can't deal with the question, perhaps you 
can ask Mr. Marshall to let us know what consultation 
and what result, if consultation occurred, you note 
in connection with them. The Kendall Island Bird 
Sanctuary. Mackenzie Reindeer Grazing Preserve. The 
Peel River Game Preserve. The International Biological 
Program Groups preparing ecological reserves. The 
Firth River, the Rupp River, Campbell Lake, Ebbutt 

HIlls and Brackett Lake. The Arctic International 
Wildlife Range. Parks Canada, relative to their plans 
for national parks, national landmarks, national 
historic waterwayS. Recreation and Tourism units of 
the Territorial Government. Do you know anything 
about any consultations that occurred with any of these 


agencies relating to routing? 


reer 
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ul A Well, I am sure that 


} there were consulatations with many of them. I 


fh 


| know that I have had discussions myself with the 








3} 

4| International Arctic Wildlife Refuge people and 

«| many of the names that you mentioned there certainly 
-| ring a bell. I haven't had direct conversations 

“al with them, but I'd be very surprised if our people 

3 | aren't well known to them, in constant communication. 
| Q What did -the Arctic 
10 Wildlife Range people say to you? 

i A Well, they generally 
wo outlined what their proposal was and we discussed 

7K 

tu the question of the impact of a pipeline on that 
- area, Certainly it was indicated to me that they 
. did not feel it was incompatible with such a range 
TE | for a pipeline to be built across it. Not. only 

17 | pipelines, but other limited areas of activity, in 
a other words there was no indication at all that 
a they felt that that refuge should be just kept 
sl completely isolated and that certain and particular 
74 types of activity should be eliminated. They 

| felt that each one would have to be considered and 
a specifically in the case of a pipeline advised me 
al that they could see a pipeline going across that 
7 refuge. 

26) Q Well, do I understand 
27 | from that then that you have selected the prime route 
= on the understanding that the Arctic Wildlife Range 


| people would have no objection to it? 


A No, I am talking about 
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the extension of the Arctic Wild -- the Alaska 
Arctic Wildlife Range into Canada, and discussions 
with the people who : have been promoting that 


extension as all being very realistic and indicating 


to me that they did not think the pipeline incompatible | 
with that extended Arctic Wildlife refuge. 


Q But do I understand then 


that your prime route was selected on the understanding 
that they would have no objection to it? 
A No, because the prime 


route was selected before there were any conversations 


with those people to my knowledge. | 
Q I'd also be interested, 
Mr. Marshall in knowing if consultations occurred, 
whether they occurred before or after the route 
had been selected in each case. 
MR. MARSHALL: I wonder, 
MR. Scott, if you might find it more satisfactory 
to put these questions to the environmental panel 


rather than have bits and pieces of information 


from counsel. 


MREPSCOTT: wiedilj,»o MR 
Commissioner, I don't want -- I don't care who | 
answers the questions as long as Mr. Marshall alerts | 
the appropriate panel that they are the ones who'll 


be expected to answer that kind of question and 


advises me. 


MR. MARSHALL : If you | 


| 
| 
| 


require it in advance, Mr. Scott, we'd try to accommo- 


date you, but the witnesses who can speak to this | 
| 
| 
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1| will be called before the Inquiry and if you can | 


wait till then I am sure you would get a full and 





3 complete answer from them. I will certainly alert 
4 them. 
5 | MR. SCOTT: | 
6 | Q Now, = Mree Horte in | 
7 Volume XVI at page 1871, one of the panels, I forget | 
3 which at the moment, was giving evidence respecting 
|| the cross delta proposal and the question was | 
10 | asked whether he was aware the way in which the | 
11 | cross-delta proposal was advanced, that is, was | 
t2 | it advanced as a practical proposal after it was | 
| : 
13 | found out that it would save $100 million or | 
14 | was it advanced after the environmental work in 
1s | respect if it had been done or was under way. 
i 
16) Can you give us any assistance on that? 
17 | A Only in this way. 
! 
18 | Certainly it was looked at as a route that would 
19 | shorten the total route of the pipeline and in | 
20 | looking at it then from a -- on a broad environmental | 
21 standpoint, the environmental input into that was | 
22 || to the effect that it was certainly worth studying in that 
23 | on a broad basis, weil, it had some environmental | 
24 | concerns. It had other concerns that were eliminated | 
25 | by going Khai aoute as compared to the prime route | 
26 and in balance the environmental consideration | 
27] was that it should be studied. It shouldn't | 
28 | be eliminated for environmental reasons. ! 
29 | Q Well, Mr. Horte, as I 
30 | understood that evidence and I think it was really 
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, a statement of your counsel. He said that that 
2 | proposal was rejected at first because the conventional | 
3| wisdom was that the cross-delta proposal would be 
4 | objectionable on environmental grounds. 
5 A Well, I think I testified , 
é | and I can't tell you what volume it was, but when | 
7| the subject was first mentioned to me, it was some- 
2 | time in 1973, I wasn't very enamoured with it, 
9 it seemed to me that it would present great 
10) engineering and operational problems that the prime 
11] route did not represent or were not presented by 
12 | the prime route. 
13 | The people who felt that 
a} it was worthy of consideration went further in 
15 | that connection and came back to us and said that 
16 | no in fact the converse was true, that from an en- 
17 | gineering and operational standpoint they thought 
1s | it was if anything probably better than the prime 
19 route, and the environmental people without having 
20 | the benefit of all the environmental studies advieed 
21 | that it shouldn't be eliminated for environmental 
22 | reasons. And over the ansuing period we have 
23 | pursued it further to the point which has been 
24) discussed at this hearing where we certainly come 
25 | to the conclusion that from an engineering and 
26 | operational standpoint, it is a desirable route and 
27 | as you know, we have not completed the environmental 
28 | studies with respect to it. Those are being completed 
29 | this summer. 
30 | Q Well, I am concerned 
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i about it as a key to the process that was at stake 

2| heres Now, at page 1871, Mr. Genest says this at 

3 line 19: 

4| “(hac s my understangiung, sir, thate it 

5 | {the cross delta proposal or alternative] 

6 | Was bejected at™ that time because “everyone 

7| had the impression that that particular 

S| part of the delta was very sensitive 

9 | from an environmental point of view." 

10 | Now, do you agree with that, is that why it 

11 was rejected? 

13) A It certainly wasn't 
13 the reason that Irejected it in the first instance, 
= ie ht nae ae sans) fear asin. the first instance, | 
15 | it was going to be an impossible situation from 
16) an engineering and construction and operational 
Mf standpoint. Obviously a poor opinion, but that 
18 was nevertheless the situation. 
si Q Well, do you agree with 
20| Mr. Genest's observation that if not you,at least 

i 

ji everyone else, I'll insert "else" after "everyone", 
22 | everyone. else had the impression that that particular 
23] part of the delta was very sensitive from an 
24 | environmental point of view? 
25 | A That may be, I can't 
26 | be sure. I doknow that in the conversations, the 
27 | very early conversations with Alex Hemstock, our 
28 | environmental director, that I have never heard 
29 | him express that view. I have always heard him 

30 | express the view that from an environmental standpoint 
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1 it should not be eliminated, it required further 

2| study. In other words, he thought it had -- he 

3| could see possibilities for it from an environmental 
4 | standpoint, recognizing that some aspects were on 

5 | birds in, particular, there was -- it was probably 

6 | more sensitive to this area, but in other areas 

7] with respect to mammals, etc., it was less sensitive. 
8 | So that he had an open mind with respect to it and 

9 | felt that it shouldn't be eliminated from that 

6 standpoint, and that's from early on in the 

11] discussions. 
12] Now, there may have been 
se | other environmentalists who felt quite different, 

14 | but that was the position of Mr. Hemstock, as I 

15 | recall, it. 
16 | Q Well, whatever the 

| 

17 | conventional wisdom was, that you or Mr. Hemstock 
13 | had, I take it that it wasn't seriously considred 
19 | until it was thought to be feasible in an engineering 
20 | sense. 
21 | A Welt, thatks night 
22 | it wouldn't make much sense to consider if it wasn't. 
23 | Q All right, and then when 
24 | it was determined that it was feasible in an engin- 
25. eering sense it was determined that a substantial 
26 amount of money could be saved if that route was 
27] possible. 
23 | A That is true. 
29 | Q And I» taker1t) ‘that 


it was at that moment that it became a proposal, when 
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1 it was found to be engineringly sound and economically 


ins) 


desirable. 


3| j A Well, it wasn't a pro- 





% posal, it was decided it should be studied further 


{ 
| to determine whether it met the other criteria, 








6 | that, namely environmental considerations. 
7 Q And I take it that the 
8 environmental studies have only recently commenced 
9 | and they are not yet finished. 
10 | A Nogatnat Ss nore true, 
11) environmental studies,on base line studies that 
2) | area was involved. We also obtained, as I testified 
13| to earlier, a good deal of environmental information 
14) that had.been carried out by the exploration companies 
| and so we had a certain amount of base data to start 
16 | withand really it is a matter of checking out certain 
17 | of those studies and obtaining additional information 
13 | that has been going on for the past few months. 
| 
19 | That's the best that I can describe the environmental 
i 
20 | statis. 
21] Q Well, I take it that 
22| you are not in a position, Arctic Gas isn't in a posi- 
| 
23 | tion yet to make any environmental judgment about it. 
24) A I don't think a complete 
25 | environmental judgment, no. 
af Q Well, any environmental 
Ld judgment. 
28 A VYes,. 1 think: that 
25) generally on a_ broad basis, our environmentalists 
30 have reached the conclusion ‘that they feel it is 
| 
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m4 a logical route, but it certainly has to be confirmed 
yd 


by additional studies that are now being undertaken. 





3] | Q Well, are there any 
4) reports or studies or certificates or anything else 
5 | of environmentalists with whom you consult or 

6 who reported to you that indicate that it is an 


environmentally adequate way to proceed? 
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A Let me put it this way, 
you know we haven't come this far for no reason, and 
I think we have indicated to this Inquiry that that 
information is all going to be made available to this 
Inquiry, and we will give you our opinion when these 
Studies are completed. Now, do you want a pre- 
judgment of it? Because I'm not prepared to give you 
a pre-judgment. 

Q I don't want a pre-judgment 
of it. I simply put it to you, because I find it inter- 
esting to compare the stages that the delta proposal 
that's gone through coming to finality in a couple of 
months perhaps, and the way the other proposals are 
Said to have been examined. Now do I understand that 
in the case of the cross-delta proposal the substantial 
environmental judgment is made after the proposal has 
been firmed up in every other way, engineering, ecanom- 
wes; sands Souon’ 

A Now, you always put it, 
it seems to me, in a very bad light. You know, you 
have to @proach these things in pieces and there's 
really not much point in doing a lot of environmental 
study --studies which are very costly, to determine 
that a route from an engineering, construction and 
operational standpoint was unsound. So it seems to me 
yorido}] faretirthings: firstbyepartiicularhy ad the tadvice 
with respect to the environmental area in the first 
instance is that you shouldn't throw it out from an 
environmental standpoint. Now I can't make it clearer 


than that. 
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Q And then when you have 
the economic and the engineering advice, and the envir- 
onmental advice, the recommendation to Arctic Gas is 
made by the combined group under Dr. Clark. 

Is that how it works? 

A i Wwoulidn ‘easiay usts-Dr. 
Clark by any means. It would be a combination of 
all of the engineering aspects, not just the geotechn- |. 
ical, the environmental work, and there will be a 
thorough examination of all of these aspects and 
finally CAGSL is going to have to make that decision. 

MR. MARSHALL: 

Mrs Scott, <jourhave 
met Mr. Hemstock. You haven't yet met some of the 
Other staff. When we get to the environmen_tal phase 
you'll be meeting more of the consultants and so on, 
and some of this will become a little clearer, I think, 
the personnel involved and the procedure gone through. 

MR. SCOTT: It's the process 
that I was directing myself to, rather than the eminent | 
personalities. “But I'migrate ful for that. 

Q Mr. gHomtey, asisa “concrete 
example of the kind of concerns that have been advanced 
we asked some questions in Volume 32 at page 4166 of 
the construction panel. We were discussing at that nage 
the process that would be utilized on the ground 
during construction in determining whether -- in 
determining who would havethe ultimate decision as to 
the adequacy of the warm water testing process, and 
at page 4165 the witness Reid indicated that in deter- 


Mining the adequacgyof that construction technique 
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a on the ground, the fish biologist would have a veto 
al in determining the adequacy of the process. That 
3} evidence having been given, the witness in the succeeding 
4 | pages® ~=" of Mr.- Dau} think; noj?o Mr. Purcell, in the 
| 
4 succeeding pages indicated, "Well, perhaps the fish 
6 | biologists wouldn't have a veto but it would be negotia- 
‘ ted"and ultimately the matter was left to be decided 
| 
S| by you. Now the issue that is at stake thewis a very 
g | , simple 


one really, and one that will occur in construction, no 


ag doubt, hundreds of times where there is a conflict 

11} between the engineering decision, the determination of 

42 what is proper from an engineering point of view and 

13 | the determination of what is adequate or right from a 

4 biological or environmental point of view. You've 

1S} told us that on the ground you are going to have 

ak monitors who will have responsibility in environmental 

17 | areas, and who will be scientifically trained. It 

a isn't yet clear who is going to make decisions of that 

1% tpe on the ground. 

20 | A’ “Well, I think I testified 

2. earlier to the effect that I felt most of the situations 

sal that you will -- that you've just described, that we 

23) will be able to be specific with respect to well in 
advance of the actual construction, in other words we 

ah will have determined ohebae oni fov in this case when 

26 | 


you're talking about the testing, the method of testing > 
in a particular area having regard to the streams that 
will be crossed and the environmental dangers of such 


“| testing. So that you will pre-determine in all areas 


Bice just as best you can the particular method that will be 
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1 used, and I would think that that will cover, frankly, 


fo 


| most of the situations. But there will undoubtedly 








Bf be many situations where you run into a specific es 
7 right at the time of construction and I tried to outline, 
5 | what I thought the mechanics of that would be, namely 

6) that we will have engineering design people, geotechnical 
"| people, and environmental people all at the site of each 
8 | construction spread. There will also be one man, a | 
9 CAGSL man, in charge of these people from an overall | 
ak | standpoint in the field or on that particular spread. | 
11} Where difficulties are run into between these various 
az disciplines, why we would hope that in a great many of | 
2 the cases again that by thorough discussion of the | 
id particular problem between the various disciplines that 
15 most of these situations would be resolved right in the. 
16 | freld. However, in the case of a particular environ- 


f mental situation where the man in the field felt 


strongly about the particular situation there would 





19 | always be the event .-- there would always be the 
20 | organizational setup would be such that each of these | 
al various disciplines could always go back to a higher | 
a2 authority back at the Head Office, or in the field, and 
23) have this further discussed and adjudicated. I es 
24 | ultimately if the problem were severe enough, it would 
25 | get right to someone like myself. I think another 
26 | factor that you should keep in mind is that within chies 
sha. whole process, of course, there will be a monitoring 

\| 
28 | 


group so that these decisions won't just simply be 


\ decisions by CAGSL. I'm sure a great deal of discussion| 


| 
| 
| 
! 
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| 
| monitoring agency who may well be the one that makes 
a) the ultimate decision. 
i Q Well, let's leave out | 
4 the monitoring agency for the moment, because there | 
5 isn't one yet, and approach it as a more general 
6) question. Do I understand that you anticipate that 
sl most or these difficulties, but not all, can be 
a dealt with by some kind of prior regulation, prior rule | 
>| and monitoring by your staff? | 
“a A Yes, I think most | 
| situations can be. 
k2 | Q And you tell us then ae ae 
al the second difficulty, or the group that are not 
iid accounted for by regulation will be discussed and 
12 resolved, hopefullyon the ground. 
16 A Yes, I would think the 
My | majority of them would be. 
18 Q I have no doubt whatever 
| that they will be resolved, don't misunderstand me; 
29) what concerns me is the possibility that these conflicts 
- very likely will be between construction people on the 
ee one hand and environmental people, perhaps hired by 
23) you, on the other, and I want to know who is going to 
oe have authority to stop the work until a decision is 
a made as to which argument is the right one? 
26 A Wet the environmental 
ial | man in this example is not satisfied, in other words 
28 with the resolution that may have been decided in the 
29) field, then the protective device or safety device, 
30 


| 
if you like, is the fact that he can take it to a higher| 






































; $a008! oe a - 
i 
. rr sect ane voit ae valet maens pt : salttech 4 \° 


7 siivetod sens 
* duo eveel a’ sel nae 9 
siedt savaped , Proneir ‘ort 104% ‘Seepe paitotinom eft 


| {srensp sion & Ba& TF disotyds Hae toy ono t* net a 








4e¢ ofsqloisns voy Jada oitepetebre od .noiseoup 

od nee ,its gen Sued \aetv igehtsah seorit to seom 

| efy1 zoltyg gqotsh lupe’ TOrTg To bets sina ya Adiw Jiseb 
Chasse uty vel pditodinom bas 


szom Aoida I . sar A 
90 aso anoitaudta 
ged2 wand au fea wov Bab a ; 
jon aa6 tend queip sid To , yd fwoktt tb bropee ony 
bos bewalestS of fftw solssioper ya tot bednvoso0s 
| . hauarp itd noyliarzegon ,bavloest 
wes tektis Bloow T ,ao7 f 
ed bluow medt to ysiisofsm 
xsradenw gdtob on saved 7 a 
an hasteishewsin +" nob ,Bevioses ed Sitw Sou ters 
lgtotitacs seeds Jen yottidbese”q ead af om enysdnos tadw 
| | ats ao elqoey nolioaisenoo neewied on iLiw ylodii yiev 
| va boxid eqeiteq etapa Isdoonnorivns brs besel ano 
-_ ot price et ofdw wordt oF INew, T bye , tarito ant mo (wey 7 
| 54 doreiwo w tiga sow 889 qote oF yr tsonses even 
; Sen sipke omy al Poros dS idw oF eB —, 
| ite pm oa 


fodremnorivas onan’ 
shsow tedto ni helbaises sor ioe 


ot ak bénhtoph ased aver vont tn mk 
| wcbeat ene mupenst . ee 
pid & & od dh st aby or 











ALLWEST REPORTING L-TD. Tissayle | 


ho 


Dm 





BURNABY 2, B.C. | 


V.is. Horte 
Cross-Exam by Scott | 


authority within the organization to have this matter 
adjudicated. In other words, he can't, in my example, 


have this crammed down his throat by the construction 


superintendent. 
Q All right, can he stop | 
work? | 
A Yes. | 
Q As long as it may take to 


get a decision from Arctic Gas? 

A Yess 

Q PnGet take it that that 
applies to any environmental or socio-economic monitors | 
that you may have in their areas of discipline. | 

A Yes. 

Q L take Wit that an the 
normal course that that kind of authority will be in- 
serted in the appropriate construction contracts? 

A NGS poke Wa. 

Q Well now, dealing with | 

| 


{ 


one other matter connected with those contracts, is it 
the intention of Arctic Gas,as Alyeska did, to negotiate 


agreements with contractors relating to wages and 


working conditions? 
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BURNABY 2, B.C. 
Cross-Exam by Scott 


1| A Oh, we really haven't 








2 | progressed that far with it, sir, what we contemplated 
3} at this stage is that there will probably have to 

4) be some sort of agreement or understanding with the 

2 | various unions, trade unions, etc., with respect 

6 | to wages and working conditions. That, I think, 

4 is where the primary negotiatici will take place. 

7 Well, we visualize over 

2 at least a large portion of the pipeline, that is 
10 | the no:thern part of it at least, is that we'll 


probably end up with a form of cost plus contract 


} with the contractors with incentives, if you like 


13) for a good performance and penalties for poor per- 
Ma formance. So the wages as such, as I see it are 

bi | something that just, under that arrangement really, 
16 | flow through to the =- to CAGSL), if jyour.Like. ji ibbis 


\ not like a turnkey situation where you are turning 


18) the contractor loose ona fixed price for the work. 
19 | Q Well, does that mean 

| 

| 
20 | that your inclination at the moment is to have a 


hand in fixing wages? 








=| A Yes, we'll certainly 
23] have a hand in the negotiation of those wages. 
24 | We'll be working, I am sure, very closely with 
25 | the contractor's association in that regard. We 
26 | would very definitely have a hand, I am sure. 

| 
27 || Q Well, now, Mr. Horte, 


one of the things that I have read in the press about 
the Alaska experience is that as a result of overtime 


requirements, employees of contractors and subcontrac- 
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Cross-Exam by Scott 


tors are enabled to earn very large sums of money 

or what would be considered very large sums of money 
for comparable expertise in the southern 48 states and 
I take it you are familiar with that? 

A Yes, I have heard that 
that is the case. 

Q Anat takeesit that that 
is a phenomena frequently associated with pipeline 
projects, a lot of overtime? 

A That is quite often the 
case, ves; sir. 

Q Yes, and the overtime 
naturally results from the desire of the contractor 
or the owner to keep up with or to speed up the 


work? 


A Yes, Sir, the avarlapility 


of people, in other words, -he's got people who are 
well trained and he wants to get the job ahead 
through’ that mechanism rather than take on a bunch 
of additional employees. 

Heviinds Lt» to his” overall 
permerice, 11 you dike Cooperate in that manner tather 
than any other way. 

Q Anca take at that you 
would agree with me that these very high wages can 
have an unsettling effect and sometimes a disastrous 
effect on the economy of the surrounding communities 
and perhaps of the whole region. 

A Werl-, 1 think thati1s 


-- I know this has been the case to some extent 
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lj at least in connection with the Alyeska project, but 


I think a very major factor in that is the location 


ho 


of people that are working on the project. It involves. 


Lee) 











4 | where they are hired and very many other factors. 
5 | For instance, in the case of the Alyeska project, 
] 

6 most of the people had actually been hired in 

7] Alaska and you had a great influx of people into 

3 | Alaska seeking work on the project. I think this 

9 | has had a very significant impact on areas, particu- 

10 | larly those such as Fairbanks where there are 

11 housing shortages and all sorts of things. 
12) What's contemplated, as | 
13] you know, in this project, is that people will 
14] actually be housed in construction camps and they 
15 | will be flown in and out of those construction 
16 | camps to try and eliminate the pressures that would 
17 | otherwise incur on the communities in the area. 
18 | Q No, but I understood 
19 | you to say thatthe Northerners would wherever 
20 | possible be hired. 
21) A Thats! paght,, and 
22| then flown back to their -- when thev're not in 
23 | the construction camp itself, they'd be flown | 
24 | back to their point of residence or the nearest | 
25 community to their residence. | 
26 | Q So you will be hiring . 
27) where possible from Northern communities, and from | 
28 | the manpower resource that exists in those communities. 
25 A Yes. | 
30 | Q Well, in view of that, | 
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BURNABY 2, B.C. Cross-Exam by Soott 
| have you given any thought to controlling the kinds | 
2 of money that can be earned so that the manpower | 
3 reservoir of the territories isn't exhausted or | 
4 | unbalanced? | 
5 | A No, no we haven't, | 
i! | 
6 | Q Do you see it as a problem? 
y A Well, I guess it is bound | 
a to’ present "some problems. “Problems ina way in which, | 
9 | VOUrnIOW, It ars dliricuilt, tO CONtrol a problem which | 
10 | in some ways is very beneficial in:that there may | 
1 be a large number of people in this region who would 
12 be very happy and content to be able to earn higher : 
13 wages than they are now Garning Or In fact earn 
14 | —— have a useful form of employment as compared to 
15' being unemployed, so there are some grat benefits, 
\| 
16 that are likewise associated with it. I appreciate 
17 | that there can be some problems and that people 
18 | would be very anxious to avail themselves of this ; 
19 | and I guess, what you are contemplating there may 
20 | be a shortage of people for other things andthe | 
21 Serraling erect on tie economy an the North. | 
22 | I honestly don t know how you can control that, | 
23 frankly. | 
24 Q Well, Mr. Horte, obviously 
25 | it is going to be beneficial for some people the | 
26 ones who work at the high wages and it may have | 
27) unfortunate effects for people who lose their | 
28 | employees and so on in neighboring communities. I | 
29 | recognize the advantages pro and con. What I really | 
30 | want to know is where does Arctic Gas stand on this | 
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| 

1] issue, what is its policy in the face of this | 


Contiick Pang aiwit has» aapolicy.,.how.is at 


ips) 

















3 | going to implement it? | 
a| A Well, the only policy I | 
5 | can recite to you from the standpoint of the degree 
| to which we have considered the particular problem 
7| at this point in time is that we would offer oppor- 
3 | tunities for northerners on the pipeline, obviously 
a in so doing you would have to pay those northerners | 
Lo Similarly to what you would have to pay anybody | 
11) else to do that particular job. 
Ve Now, I think that's as | 
13 | far-as our policy has gone. I think, beyond that | 
ra | you get into a situation if you are contemplating 
15] problems resulting from that where there may well 
6 | have to be governmental direction, I don t know 
17} how we can eolve it. 
18 | Q Have you given any 
19 | thought to restrictions on overtime? 
20 A No, we haven't, in | 
21 | fact we haven't finalized any overtime policies at | 
23 | this point in time. | 
23 Q Have you given any tere. 
3a | to taking the men out of the job for a period | 
ae | of weeks at intervals? Two weeks in, two weeks out, | 
26 | that sorthofathing? z | 
27 A Ves, that sort of 
38 | thing has been contemplated. 
29 | Q Are you going to do that? 
30 | A People. will. be in on,I | 
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| 
| can'ttell you the precisé period, but they will be 


in for a significant period and then out for a 


Lye) 


significant period. They will stay on the job seven 


WW 


days a week while they are there and then they 





> will be flown out for a rest period, if you like, 
6 before they are moved back in. 
¢ Q Have you given any 
3 | thought to utilizing that policy to equalize earnings? 
em A Noy wendel don't thin k 
10 | that is practical. I)think.you»vhave to face'the 
| 
Li fact that, you know, the effect of the pipeline 


12} will be, I am sure, during the construction period 





13) and the operational period that wages will be 
14,1 increased in the north. I just think thatfollows. 
15 i Otherwise we are not going to get the pipeline 
16 | bua tt. 
17 | Q Have you formulated 
18 | any policy on the administration of the camps, 
19) are you going to permit women or liquor or guns in 
20 | them? 
21| A Well, we don't intend 
22 | to permit guns in the camp. We propose to have dry 
231 camps. With respect to women, I can't give you an 
24, answer to that. 
25 | Q That's in the policy 
26cl stage at the moment? 
27 | A Yes. 

\ 
28 || Q What is your reaction 
29) to the fact that Alyeska made the same decision and 
30 | was forced by trade unions to alter the policy? 
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1| MR. MARSHALL: Sir, I -- 

7 A I guess we'll meet 

3 that when we run into it. We haven't run into that | 
4) yet. 
° | MR. SCOTT: | 
6 Q No, you haven't, have 


; you any view about it? 


2 | MR. MARSHALE: We may | 
oh get into all of these things in phase 4. I am | 
10 | somewhat surprised that the Commission Counsel | 


ioetakanowuc Out OL Laer 


| | 
{: | 
12 | MR. SCOTT: It is constructionl 


/ | 
13 | MR. MARSHALL: Construction. | 
14 | L see. 
ca MR. SCOTT: Phase four 
16 ; deals with what happens outside the camps, when 
a They, ger Out. : 
18 | MR. MARSHALL: There has 
19 | been a new preliminary ruling, has there? | 


Sail 
20 | TH E COMMISSIONER: Not- | 
withstanding these facile responses I think there is 


something in what you are saying, Mr. Marshall. | 





237 Before we leave this, and 

ae I am sure that Mr. Scott intends to leave it ina | 
25 | moment. You said that you contemplate the workers | 
23. in the camps on your pipeline, Mr. Horte, would | 
27) work geeven days a week. How many hours a day? | 
28 | A I think the present | 
29 plan is ten hours a day, but this is heing looked | 
30 | | 


at again. | 
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BURNABY 2, B.C. Cross-Exam by SCOGEe 


1 THE COMMISSIONER: So you 
2 || would have something -- you'd have a conventional 
| 40 hour week straight time and then you would 
have about thirty hours of overtime each week? 


A Yes, on that basis. 
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/ Q Do you see 

I any reason why the total remuneration that boys on your | 
3 pipeline -- I'm talking about construction -- would | 
4 | receive would not be essentially at the same level as ' 
S| those being paid on the Alyeska project for equivalent | 
6| work? | 
7 A I don't know, but they 

3 are certainly going to be high, I'm sure of that. We're, 
9) dealing with International Unions and I would expect | 
a they will be similar. | 
11} MR. SCOPTS Q SMrécHorte ,orn 

12 | the geotechnical panel Dr. Hardy expressed his own 

13] personal preference for overhead crossings at some | 

i 
14 | rivers, but said he'd not been able to persuade any 
15 | pipeliner to accept his preference. Assuming that the : 
I | 

16 | cost is the same, have you any theoretical or other 

17 | objection to overhead crossings in cases where the 

18 | interests of the environment may be safeguarded in 

19) that fashion? 

20 | A No}.I don't think we 

21) have any preconceived notions, but I do understand that | 

22 | notwithstanding what Dr. Hardy said, I think the 

23 | engineering people in N.E.S. and the other geotechnical | 

24 people disagree with him. 

250 Q But I take it that you, 
26) as a pipeliner, you have no other objection to that? 

27] A I think any time that | 
28 it's possible to bury pipeline, I think that's preferable 
py than having it above-ground, including ieee crossings. 
30 


. " " cm A ! 
There's always -- TI’ think a pipeline is’ better protected 
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1 under-ground but that depends upon the particular 


bo 


circumstance, and that's why, as I say, we have an open 





3 mind on it. But if all other things were equal, I think | 


4 we'd want to bury it. 








5 | Q Would you also have an 

6 | open mind on the question of a combined highway pipeline 

7 | crossing in an appropriate location where a corridor 

3 concept indicated that that might be desirable? 

9 | A The pipeline should go | 
10 | overhead? | 
11} Q Under a bridge, or over | 
12! a bridge, I don't know how you put them. | 
13 A Yes, wo think -Ltlse stil] | 
ta | preferable to have a pipeline under-ground. 

15 | THE COMMISSIONER: Under the 
1) 
16 | river bed. 
17 | A Yes. 
18 MR. SCOTT: Even if the bridge 
19 | is going to be there? | 
20 | A ves. | 
21| Q Why? 
22 | A Wellner chink you, you | 
23/ know, you're dealing with a structure then which is | 
jstraight 
24 |i something that can be sabotaged, it can have problems 
23 | with the structure itself, of ice in rivers and what 
26 | have. youcn... just thinkwhasteorically,-and Ll think if 
27 | you talk to any pipeliner they basically prefer, if 
28 | all other things are equal, to bury the pipeline under- | 
25 || neath the river bed. You've got greater design problems 
30 | above-ground, you've got greater temperature variations, 


| 
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l 
1| this type of thing that has to be taken into account. 


MR. SCOTT. Excuse me one 


NO 


31 moment, Mr. Commissioner. 


4 THE COMMISSIONER: Mr. Scott, 





5 i would you like us to adjourn for coffee? 








6 | MR. SCOTT: I'd like to, I 
7 | could perhaps find this. 

8 | THE COMMISSIONER: During coffee. 
3 MR. SCOTT: You can have | 

a coffee, if you like. | 

11] THE COMMISSIONER: Yes, well I | 

em certainly can have it. Well, we'll adjournfp few minutes 


ee) for coffee then. 


(PROCEEDINGS ADJOURNED A FEW MINUTES) 
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Cross-Exam ‘by Scott 
(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT ) 

MR. MARSHALL: Mr. Scott, 
before you begin your cross-examination again, I 
think Mr. Horte has recollected that he gave an 
incomplete answer to one of your questions. He 
would just like to correct that. 

MRow SCOTT se Does, that 
help, Mr. Horte -- let him tell you if the -- 

A Tethink, Mr. Scott, 
when you askina ».e the amount of effort or money 
that had been spent in various types of studies, 
that isthe environmental studies, the geotechnical 
studies, etc., and the sociological studies, I 
mentioned that in the straight sociological area 
I estimated that the -money spent in those studies 
was in the order of a million and a half. That 
did not include the training program, northern native 
training program that we participate in and I 
don't have a figure with me. We will obtain that 
figure and we will read it into the record. 

Q Mr. Blair widds probably 
tell us about that within a few hours. 

A He might be ahle to. 

Q When you were telling 
me about the interaction of Mr. Hemstock and Dr. 
Clark's groups, I should have followed it along and 
asked you to refer to your organization chart for 
the construction phase which is already an exhibit. 
I don't know the number. And I wonder if on that 


chart you could show us where Mr. Hemstock is, or 
























cs 


ae syexx0s oF stil Deue 


_ 


4erid. 2500 TrOOd «Ad ( : 
4 4 ade % toy Dies mi tei -= stx08 | qied 
$4yo8 uM ,Atadt I A 7 


Yenom 10 220% ta. to FTVOMS, ‘eHs 2.0. pnaides vee fnedw - 
ppelbuse) to 2oqy3 avolisy of ineqe ased bash jad 
(edinioetesp edt \psibpse Ledemaoivas eitel tedt 
t (eothuse lsoipotoisor ed bas _ DSS ss a is 
is btsoipoloipor tiplexsds odd otk sent 5Sonok 
=3ibyge seods nk taeaqea yenom ods taeda bermmlaee: t 
tod? .tienl 6 Das Aor Lim 5 Jo sebto oft mt ssw’ 
avisen nisiisom-,metpoig printers stp shu loai yout 
I big oi S¢saqgioitxsq Sw tent merporg paints 
ject nistdo [fiw-sW +om (idiw saypt? 6 oved 3° 
\prozst ond otnt JF bso Ebew bw bas ~~ 


yldedong {Low 2L5La iM Q 


‘pxtiod wee aida. ‘tedt Juods em 1108 


.ot slds. sd oipim, st | RK’ - 


Tp 


poiriiot: ox ay cd Kart “9 | : 7 
' 
1a baw 5020008 a nas ostetni ef suede at 


7864 


ALLWEST REPORTING L-TO. 


BURNABY 2, B.C. Va.LeeOrte 
Cross-Exam by Scott 














| 
1} wnere == 
2 A I guess I should find 
3 | out if we are talking from the same chart, sir, | 
4 coura 1 get a Copy Of™thatr='l have a chart here, 
5 iam not sure it is the --= 
6 | MR. SCOTT: On that chart, | 
al Mr. Horte, you show two lines of conmand, operation 
| and construction, is that correct? | 
| A Yes. | 
10 | Q Where are the environ- | 
12| a | 
mental found on that chart? | 
=) A You see under the heading; 
13) vice president of operations, and the second heading | 
t 
ae below that, director of environmental protection and | 
15 COMMUnIty relations. [hat s the function carried 
ef out by Mr. Hemstock. 
17 | Q And is that where he | 
ay will be or where he and his group will be during | 
a the construction phase? | 
20 A T™am-not suré*of “that, 
21 sir. That's the organization as it now stands, and | 
22 | it likely will remain that way. | 
ae Q Well, how do those | 
24 people fit into the construction chain of command? 
i| } 
a A Well, in* the¥=="they | 
ae will have people as I mentioned earlier out there 
ae on the construction job. On each Soneeraction | 
28 | 


spread environmental people willbe there and I 
| think I have described as fully as I can how they 


| 
5 | | 
Banh will function in the field and then if they have | 


i~ 
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problems they will go hack to their supervisor 

or the directorof environmental protection back 
in the head office for any areas that they aren't 
able to resolve in the field. 

Q The reason that I am 
concerned, Mr. Horte, is that on this chart, it 
looks as if environment protection is regarded as 
primarily an operations function. It doesn't 
have an arrow that leads to construction decision 
making. 

A Well, we wanted very 
definitely to have environmental separate from 


construction for the reasons that we have been 


discussing here today. We didn't want the environmental 


aspect Dir thisiproejeetitovin'vany becunder® the direction) 


of the construction people. I wanted them to be 
independent of the construction people. That's 
the reason and they never will be under the 


construction head. 


Q And that means that 
any dispute between Mr. Hemstock and the vice 
president of constuction can only be settled by 


the president? 


A Unless Mr. Hemstock 
can settle them with the vice president of engineering 
and construction, yes, they'll ™have to go a-step 


further. 


Q Well, does Mr. Hemstock 
under this plan have access to the vice president 


of enginea@ing and construction or does he have 
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1| to follow this chain of command? 





2| A Well he certainly has 
3 access. Everybody is in communication , one 

4 with the other. 

5 | Q Well, now, just 

| a question or two about wharves and airstrips. In 
7 the evidence you have indicated that some wharves 

a will have to be built and some upgraded and you've 

9 | indicated that you are going to consult with the 

10 | communities about the location of these wharves. 





11} When do you propose to do that? 





12 | A Well, I think that we 


are in the process of doing that, sir, with the 








14 | community hearings. We did have sociological input 

15! in the first instance into those locations when 

16 | they were originally picked and I am certain that 

17 throughout the course of this hearing there will be 

18 a great many inputs with respect to the location 

19} of these facilities and certain of them may well 

20 | have to be shifted and I indicated in my earlier 

21 | testimony that we're prepared to look at all these 

BP situationa’ and look at them in total and modify 

23 thigse tpamiicular facilaties if they are such that 

24 they are deemed to be improper, if you like or 

25) from a sociological standpoint. 

ad Q Well, your application 

27 section 13A which indicates that you are going to 

28 have consultation as to the ultimate location of 

29 | these wharves with local residents and community 

30] groups, was I presume, drafted before you even knew 
| 
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there were going to be community hearings. 
Apart from community hearings, what plans do you have 
to consult with the communities and are those 
consultations already underway? 

A They are not underway 


at the present time. There were consultations as 


I understand it, initially when the plan was prepared. 


And I am sure -- I don't know whether further 
consultations are something that would be effective 
or not under the present circumstances. I think 
that the community hearings are certainly giving 
about as good a basis of input from that standpoint 
as one could receive. I don't think we could improve 
upon that. We are certainly getting the feeling 
from the local residents at those hearings. 
Q i cake-atethat™~ your 
previous consultations, as you have described them 
were in fact conducted by the consultants who have 
made reports for you? 
A In some cases and in 
some cases some of our own people who have visited 
these communities certainly have had input in 


that area. 


Q Have you developed any 
policy on the use and ownership and maintenance 
of these wharves either during construction or 
following construction? 

A Yeo,,“and "think I 
have already testified to that, sir. 


Q ian sorry 1f"you" have, 
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J I have overlooked it. Can you summarize the policy | 


fh 


that you have developed? 




















*y A Well, the policy will | 
4) be that primarily during the construction period, | 
5 obviously these wharves will be utilized for that | 
6 | purpose. It doesn't mean they can't be otherwise j 
a used as well,: but. that will be the primary function 
8 | during that period. 
9 Upon completion of Sonseruction 
10 | I would expect that many of the wharves will be maintained 
11 for operational purposes or possibly future expansion | 
120 of the pipeline system. Again I would expect that 
13) those wharves that are kept in being would be utilized 
14 | locally by many others as well as the pipeline and we 
15 | would have no objection to that. Those facilities 
oF) that would be abandoned I think I indicated that | 
17 | would otherwise be ahandoned, I think thatwe indicated 
i that we would be willing to work out arrangements 
19 | for those facilities to be handed over or maintained, 
20 Heouwvio ,like, by, others if they were felt to serve | 
21 a useful purpose. | 
22 | Q Detake ct that at they | 
23 were going to be abandoned you will either maintain | 
24 them or take them away? | 
25 | A Well, I think that | 
es) we wouldn't do anything about abandoning them without : 
| consultation with the appropriae authorities to | 
cll see whether or not they could serve a useful: | 
25 | purpose. It would make little sense for us to just 
30 | tear up something that was already there unless 
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everybody agreed that it should not be there for 





some reason. 


Q Now, on the subject of 


airports I understand that you intend to upgrade 


three airstrips at Fort Norman, Wrigley and Fort Good 
Hope and build eight new «:.STOL strips and five 
major strips. What is the policy with respect to 
the use, first of all of the -- the use and maintenance 
of the existing strips which are community or governmen 
owned? 
A Well, I think an arrange- 

ment there would be worked out to maintain those 
strips and to the extent that we were a major 
utilizer we would be maintaining our fair share or 
putting up our fair Share of any such costs. There 
will be other facilities that are primarily used 

‘ | 
by us and I am sure that we will maintain those | 
completely ourselves, and they will likewise, I am : 
sure, be accessible to others for emergency purposes. | 
That's what they are basically intended for, operationa 
movement and I wouldn't think they're be used ‘very 
much on a commercial basis, but instead on an emergency 


basis. 
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1} Q In terms of upgrading the 
oI strips that exist, I take it you intend to bear the 
3 full .cost.of that? 
\ 
4 | A i don't know, that’s Somes 
5 | thing that will have to be discussed with the Secor ee 





authorities that now have those strips. We will be 


ON 


| 
| 
| 
| 
| 


~ 


negotiating in that connection. 
Q Do you receive any finan- 


cial assistance from the Federal Government for up- 


10 jj grading? 
11 | A Pd Ons. Know Chiat answer. 
2 | Q What is the policy going | 


13 to be with respect to community-owned strips, if there 

ig | are any? Are you going to upgrade them at your cost, 

15 or do you regard that as something to be negotiated? 

16 A The community-owned strips, 
which are those? 

Q Well, -T'm not sure which 

19} of the three are community-owned, but I understand at 

20 least one of them is. : 

21 A Stictly community-owned, 

22 || government's not involved, I would think we would 

23 upgrade those at our cost. 

24 Q Well now, what is the 

ie policy going to be with respect to the new strips that 

26) you build? ! 

27} MR. MARSHALL: Mr. Scott, | 

g | perhaps just beforeAeaving that , Mr. Scott might let 

29 | us know which ones you have in mind when you're talking | 


30 | about community-owned strips. 
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V.L. Horte | 
Cross-Exam by Scott 
‘ MR. SCOTT: I understand that 
there are three existing, and I understand that one 
of them is community-owned. I'll have to find out which 


| 
| 

4 | one. 
} 





5 | MR. MARSHALL; Thanks. | 
6 | MR. SCOTT: Now, with respect 
7 | to the new facilities which you intend to create, what 


is your policy relating to the use of those strips? 
3 | A Well, if those strips 


are to be used primarily by us, then our policy would 





1 | be to own them and construct those facilities. 
2 Q And what is your policy | 


3 with respect to the disposition of those strips going 


14 | to be? 
15 A You mean once the pipeline 
1 is constructed? Well, they'll continue to be useful 


for operational purposes or emergency purposes, so 


si | they'll be kept, they'll be maintained. 
19) Q In the event that they | 
e are near communities, have you given any thought to | 
21) them being used by the communities? ! 
22 | A Yes, in principle we poate 
3 | see no objection to that. Obviously there has to be | 
oa) a good deal of discussion with the Department of 
25 | Transport with respect to what sort of facilities | 
aa would have to be there and how they would be maintained 
27 | if they were being used for other purposes whether 
8 | that would be different from the situation that they 


29 | were just used by ourselves or not, I don't know. 
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MReaSCOTT;s . 1 can tell Mr. 
Marshall that the strip at Fort Good Hope , I am 
instructed, is commun ity-owned. 

Q Nowy) Mri.mHorte;, can, you 
give me any rough estimate as to the additional cost 
to Arctic Gas in the event that it is necessary to | 
have an additional construction season? 

A Well no, I can't give you 


a very precise estimate. One of the major factors that 





occurs to me is the interest on the investment that's 
been outstanding and spent on the facilities that are | 
already constructed that are therefore not being utili- | 
zed and it would depend upon -- well, I guess you'd 
have to say that the effect would be that the final 
year it would be the interest on the money you had 
outstanding theretofore, which could be as high for a 
year as I suppose close to completion of the pipeline, 
it wuld depend upon just what you were completing in 
that extra season, but let's say that you dready have | 
SS miliion worth of £Lacilities yinstalled, and construc- | 
tion at that point in time and you had to take an | 
| 

additional year to complete the facility, you'd have | 
the interest associated with $5billion worth of soe 
ment which, if your interest was at 10%, would be | 
$500 million. | 

Q Tetakewadk: thatesvou-.d also) 
have any additional inflationary costs that hadn't been 
predicted. 


A Yes. 


Q And you would have the 
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Views HOrte 
Cross-Exam, by. Scott 


loss of revenues for one season. 


A Yes, you'd certainly have 
the loss of revenues, for that season. 
THE COMMISSIONER: When you 


speak of losing one construction season, right now 





the program is to lay pipe in the winter of '78 and 
'79 and '80. Those are the three principal construction 
seasons, as I understand, this project. If you lost 

the '78 and '79 season in the Mackenzie Valley, that | 
would mean so to speak the postponement of completion 
for one season? 


A Yes sir, if it were a 


postponement, sir, the point I made about interest 
during construction wouldn't be so. 
Q Nop.no, ~2f don ti mean 


postponement, forgive me, I mean adding on another 


year. | 
| 

A To the total construction, 

period? | 
Q Yes, | 

| 

A Say extending it from | 


a three-year program to a four-year program? Then I 


think what I said would apply. 
Q Yes. Three years of pipet 
laying that we're talking about, rather than the first 
year, for instance, coer year involves surveying and | 
a lot of other things, but you don't get the pipeline 
till ‘8 as I understand it. 
A Yes, I'm really talking | 


about the physical construction period. 
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V.L. Horte | 
Cross-Exam by Scott 
Q The three seasons? 
i A Yes. 
Q NOW eliavou LOse 7 o OT 

"79, that is the two -- one of the two pipe-laying | 
seasons in the Mackenzie Valley, if you spent five 
billion and you're paying interest on five billion 
for an extra year, we all follow you there. It you 
get the two seasons -- if you get the work completed | 
in the Mackenzie Valley and the delay is in the '80 | 
| season, to Alaska, that's a different kettle of fish, 

Si Gots 

A Yes, it is because a 
Weaest youd have part of the facility in operation. 
You'd be getting some income from the movement of 


that volume of gas. You could think Of a multa tude 


i 
Oy 


of different circumstances, each of which would, you 

know, you could calculate them, what the cost would 

i be would depend upon, you know, how far you were 
completed and how much you had left in that additional | 
season, whether you did get to the delta first after 
two years, or else just what the particular circumstances 
were. I was assuming that in this that getting to the 
delta and to Prudhoe Bay, in the case of the delta it 
took three years instead of two, and to Prudhoe Bay | 

four years instead of three, and under that circumstance 

| | 

| you really would have a very large investment in there | 
after the third year, in which you'd have a high rate 
of interest affecting the overall cost of the project, 


as well as the escalation factors, if inflation stays 


with us that that brings about. | 
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sik ie V.L. Horte 
Cross-Exam by Scott 


| MR oCOTT: But detake: 1tvi £ 

2 you got to delta, but there was an extension of your 

3 timetable to get to Alaska, in view of your observation | 
\ 

4| that it isn't now economic to go to the delta alone | 

5 | you would still be losing substantial amounts of money | 


6 | by virtue of that extension. i 


7 | A Yes, you would. 
8 | MR. SCOTT: Those are all the 
| 
9 | questions I have. | 
10 | THE COMMISSIONER: I have one | 
21 | question, Mr. Horte. Alyeska -- there was a witness | 


who gave evidence at Whitehorse last week, Magistrate 
3 Sprecker, I think his name was, he's not an official 
14 of Alyeska, but he told us that Alyeska was a year 

behind its schedule in construction now. Have you 


16 any information as to that? 


17 i A No, Iarealliyedonhkts vi 

8 had understood that they were somewhat behind, but that 
19 | they had plans which they thought would catch up so | 
20) that they were still contemplating a completion in 1977. 
211 Now the fact that they are having to do some things to 





bring that about indicates that, you know, they have 


23 had some problems. So I suppose it makes it, you 

24 | know, there's some degree of risk, as to whether they 

25 | will or not, but the latest word that I've had, sir, | 
“© | which hasn't been for a month or two now, is that they | 
27 | are still very much -- were still very much looking at | 
<3 a '77 completion. | 
29 |i Q And oil is supposed to 


start flowing, as I understand it, about September '77. 
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Vela Horte 
Cross-Exam by Commissioner 


Il thank I’ve. =-- 


A Yes, that was my original | 
understanding. | | 
Q Well now, how soon after | 
that -- let me put it this way -- once they start pumping 


oil out, is there any minimum period of years after that 
in which they must begin to pump gas out from an economic 
or an engineering point of view? | 

A Not to my knowledge, sir. 
What you could do is at least for quite a number of | 
Vears,.al Wouddethinkis ‘thettyouvcould continue ‘to, re-. | 
inject the solution gas produced with the oil production 
back into the gas cap. Now, there would probably come | 
a point down the road in time where the re-injection 
of that gas into the gas cap might bring about an earler 
break-through“of the gas into the oil zone, but this 
would be some years down the road, and there is a very 
thick oil column there, so I wouldn't contemplate much 
of a problem in that regard for quite some time. 

Q So there's no urgency 
about extracting gas simply because the time is reached | 
when they are beginning to extract oil? : 

A Well, I think froma : 
physical standpoint I think that's right. From an 
economic standpoint, having regard to the cost of 
re-injection, the fact that they would like to obtain 
revenues for the sale of that gas, and of course an 
even larger factor, that being thatthe market in the U.@. 
is very short of natural gas. 


Q Those are -- 
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BURNABY 2, B.C. 
V.L. Horte 
Cross-Exam by Commissioner 


ty A These are other factors. 

2 | Q Yes, those we factors we | 
3| all have heard about those things, but == 
4 | A Yes | 
5 | Q -- they're not faced with | 


6 | a choice of burning the gas or shipping it out, they can. 
re-inject it for a period of some years after '77, that's 
8 really what I'm trying to get at. 

A Yes, I am sure they can. 
10: THE COMMISSIONER: Well, those 
tly are “all the questions 1 have. Any re-examination, Mr. 
Le Marshall? 
eS: | MR. MARSHALL: Sir, I have no 
14 re-examination. 

THE COMMISSIONER: Well, thank 
16 you, Mr. Horte. 
17 | A Thank yOuyee our. 
18 | (WITNESS ASIDE) 
19 | MR. SCOTT: Mr. Commissioner, 
just before we begin with the next panel, could I 
can suggest that we should sit until six o'clock tonight 
22 | and then sit from 8 to 10 this evening? 


“3 | THE COMMISSIONER: All right, 


“4 any -- is that something with which counsel generally 
25 agree, or would -- that was our procedure, I think, 

26 | before we started our travels around the Mackenzie | 
a7 Valley in June. If any counsel is unhappy about that, 
28 Weawon toustt £OnLone,. Tat concerns .you, Mr. Marshall, 


ae | or your colleagues. Don't hesitate to say so. 


MR. MARSHALL: We might see 
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how we stand at six, sir. 
THE COMMISSIONER: All right. 
MR. GIBBS: Mr. Commissioner, 
to open the Foothills case, perhaps I could mark all 
the application materials as exhbits. 


THE COMMISSTONER: All right. 
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MR. GIBBS: The first one, 
sir, is a volume entitled "Application of Foothills 
pipe-Lines Ltd. for a Certificate of Public Caren ences 
and Necessity." This was filed with the National 
Energy Board but it is part of the material which 
have been filed and which we believe should be of 
record before this Inquiry. 

T'*think* the next exhibit.numberis 192. 

(VOLUME ENTITLED "APPLICATION OF FOOTHILLS | 
PIPE“GDINESALTD. FORTA CERTIFICATE, OF) » PUBLIC CONVENIENCE 
AND NECESSITY" MARKED EXHIBIT 192.) | 

MRs GIBBS: The next one, eee 
is a volume entitled "Application of Foothills Pipe 
Lines Ltd. for a Grant of Interest in Territorial 
Lands." 

(VOLUME ENTITLED "APPLICATION OF FOOTHILLS PIPE LINES 
LTD. FOR A GRANT OF INTEREST IN TERRITORIAL LANDS 
MARKED EXHIBIT 193.) 

MR. (GLBBo: The next one, 

a volume entitled "Part I: Supply and Requirements" 
consisting of three separate sections. 

(VOLUME ENTITLED: "PART I: SUPPLY AND REQUEREMENTS” 
MARKED EXHIBIT 194.) 

MR. GIBBS: Then sir, a 
volume entitled "Part III: Bee ears: also 
consisting of three sections, Sections A, B and C. 
(VOLUME ENTITLED "PART III: FACILITIES" CONSISTING OF | 
SECTIONS A, B AND C MARKED EXHIBIT 195.) | 


MR. GIBBS: ‘Sno her volume also 


entipiedwitartilil:iFacisdaties”; but ,this -one,,consisting 
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of sections D,,E, F and G: 
(VOLUME ENTITLED "PART III: FACILITIES", SECTIONS 
D,E,F AND G, MARKED EXHIBIT 196.) 

MR. GIBBS: The next volume, 
SiGy,lis) Part IV: Financial" iconsisting of-sections 
Me len), Jang. 

(VOLUME ENTITLED "PART IV: FINANCIAL" SECTIONS A, B 
AND C MARKED EXHIBIT 197.) 

MES -GLBBS<* Then sir, d 
volume entitled "Part V: Public Interest", consisting 
of sections A and B. 

(VOLUME ENTITLED "PART V: PUBLIC INTEREST® SECTIONS 
A AND B MARKED EXEIBIT 198:) 

MR. GIBBS: A Volume entitled 
"Part V: Public Interest" consisting of sections 
C, the Socioeconomic statement." 

(VOLUME ENTITLED "PART V: PUBLIC INTEREST" S&CTION 
C MARKED EXHIBIT 199.) 

MR. GIBBS: A volume entitled 
"Part V: Public Interest" section D, Environmental 
statement. 

(VOLUME ENTITLED"PART V: PUBLIC INTEREST" SECTION D 
MARKED EXHIBIT 200.) 

MR. GIBBS: A Volume entitled 
"Part VI: Addendum" Section A, materials specifications. 
(VOLUME ENTITLED: "PART VI: ADDENDUM, SECTION A 
MARKED EXHIBIT 201.) 

MR. GIBBS: A large volume, 
sir, entitled "Alignment Sheets." 


(VOLUME ENTITLED "ALIGNMENT SHEETS MARKED EXHIBIT 202) 
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1| MR. GIBBS: And a small one 
2 | entitled "Environmental Maps." 

7 (VOLUME “ENTITLED "ENVIRONMENTAL MAPS" MARKED EXHIBIT 
4) 20.3. ) 

S| MR. GIBBS: Now, sir, also 


6 filed in Ottawa with the National Energy Board and 


| which in my submission should also be part of the 


OD 


record here, is an application by Westcoast Transmission 


9 | Company Ltd., for certain facilities in the Northwest 
10 | Territories and with their plan of expansion in 
11} British Columbia andwith your permission I would 
Le mark those volumes also. 
MR. GOLDE: Is my friend 
14 empowered to tender those as exhibits. 
15 | MR. GIBBS: Well, sir, I 


16 | am not anxious to if the Inquiry doesn't want them. 


ae It seems to me in order for the whole project to 

13 | be before you, all of these things should be filed. 
19 | MR. GOLDE: I am 

20 not objecting. 


MR. weleeo ty. Ff, he, is, insisting 


22 | that someone from Westcoast appears to do so, why 
23 | weiCanedosthat,-butpethey.arevalready a,matter,of 
24 4 Public» record. 

25 | MR. GOLDE: Excuse me, I 


to 
oO 


am not objecting to them coming forward and tenderinc 


to 
} 


7 | those exbibits, but I wish now to be informed 
28 | whether Foothills witness will be cross-examined with 
29 || respect to those exhibits. 


30 | Me. GIBBS: «<Oh,,.no;,, Sir, those 
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are Westcoast exhibits. 

MR. GOLDE: Well then, 
I think they should be put forward by somebody 
who can answer questions with respect to them. 

MRAIGIBBS: Well, Mr. 
Commissioner, really, it is, I think, an unnecessary 
complication. These volumes were requested from 
Westcoast for the express purpose of filing before 
this Inquiry so the record would be complete. 
Now, I don't know that it matters who calls the 
witness to testify to them at this stage. 

THE COMMISSIONER: Can you 
assiretuusi, IMr. "Scott? 

MR. SCOTT: Well, Mr. 
Commissioner, as they are a matter of public record 
surely they should be filed. If Mr. Gibbs is 
not prepared to call a witness, it surely lies within 
the power of anybody else to do so and isn't that 
the short way around. If Arctic Gas wants to cross- 
examine and they tell me who they want to cross- 
examine, I might consider suppoenaing that witness. 
to give evidence for the purpose of assuring that 
all the relevant questions are asked and answered. 

THE COMMISSIONER: Do you 
want to say anything further, Mr. Goldie? 

MR. GOLDE : I have nothing 
to add, Mr. Chairman, I just thought, I wanted 
it to be known if Mr. Gibbs or Foothills is empowered 
toufite these exhibits, that isvshow it started out. 


MR. GIBBS: Certainly we are 
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empowered to tender them. 


Rh 


THE COMMISSIONER: Weli, 


3 | thev are in your possession and you are offering 


its 


them to the Inquiry and I am going to order that the 
document be marked as an exhibit. 

Oo MR. GIBBS: The first 
volume, sir, is volume I entitled "Application." 
These areWestcoast Transmission Company Ltd. docu- 
ments. 

10 | (VOLUME I ENTITLED "APPLICATION", WEST COAST TRANSMIS- 
cd SION COMPANY LTD. MARKED EXHIBIT 204.) 

ie MR, GIBBS: The next, sir, 
is volume II, "Gas Supply, Gas Sales, Gas Balance! 
14 (VOLUME IT ENTITLED “GAS SUPPLY, GAS SALES, GAS 

“2 BALANCE" MARKED EXBIBIT 205.) 

16, MR. GIBBS: Volume IIA, 
Sin, Gas: supply... 

13) (VOLUME II A, ENTITLED "GAS SUPPLY" MARKED EXHIBIT 


mp) 6306) 


iow) 
OO 


| MR. “GLBBS? VOlume Il 
a) | entitled "Engineering." 
al (VOLUME III ENTITLED "ENGINEERING" MARKED EXHIBIT 
207) 
cal MR. GIBBS: Volume IV 
| entitled "Financial" 
6 (VOLUMEIV ENTITLED "FINANCIAL" MARKED EXHIBIT 208) 
MR. GIBBS: Volume V entitled 
call "Environmental Impact Assessment." 
25) (VOLUME V ENTITLED "ENVIRONMENTAL IMPACT ASSESSMENT" 


MARKED EXHIBIT 209) 
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be 


b 4 
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MR. GIBBS: THen sir, there 
will also, if the Certificate of Public Convenience 
and Necessity is granted, be constructed partly 
in the Northwest Territories and partly in 
Northern Alberta a connecting link to the Alberta Gas 
Trunk Line Company existing system. Applications 
for that connection have been filed by a newly 
incorporated federal company entitled Alberta Gas 
Trunk Line (Canada) Ltd. 

I have that material and 
would propose to tender those volumes now as 
exhibits. 

The series are applications 
filed by the Alberta Gas Trunk Line (Canada) Ltd. 
The first volume, sir, is entitled, "Application." 
(.VOLUME ENTITLED "APPLICATION", ALBERTA GAS TRUNK 
LINE (CANADA) LIMITED MARKED EXHIBIT 210) 

MR. GIBBS: The second 
one is entitled "Part I: Supply and Requirements", 
ePpart Lf: Gas Supply and, SalesiiGontracts 7/'Part IIL: 
Facilities." 

(PART I, PART II AND PART III MARKED EXHIBIT 211) 

MR. GIBBS: The next volume, 
sar, is “Part IV: Financial... 

(PART IV: FINANCIAL, MARKED EXHIBIT 212.) 

MR. GIBBS: Then Part V: 
Public Interest. 

(PART V: PUBLIC INTEREST, MARKED EXHIBIT 213) 
MR. GIBBS: And the last 


volume, folder A, Alignment Sheets. 
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1| (FOLDER A, ALIGNMENT .SHEETS MARKED EXHIBIT 214) 


MR. GIBBS: Mr. COmmissioner, 


fo 


3 | in addition to all that material, the Alberta Gas 

4 | Trunk Line Company Limited filed in Ottawa a volume 

5 showing how they would propose to expand their 

6 existing system in step with the build up of volumes 

F | from the Mackenzie delta and I propose to tender 

S that filing now to be marked. 

9 These volumes, sir, are volumes 
10 | of the Alberta Gas Trunk Line Company Ltd., the | 
11 | first one is entitled, "Submission". 

12 (VOLUME ENTITLED "SUBMISSION:, ALBERTA GAS TRUNK LINE 
a) COMPANY LTD. MARKED EXHIBIT 215) 

14 MR. GIBBS: The second 

Ls! volume entitled "Preface: Part I Supply and 
ter | Requirements, Part II: Gas Supply and Field eek oN 
Li? Part. LI1ls Facilities,” 

13 | (SPREPACE,| PART ZI, PART T1, PART LI1l, MARKED EXHIBIT 
iy) 216) 

20° MER. GIBBS =) (fr. the 

21} third volume is entitled "Part IV: Financial" 

22.| and "Part V: Public Interest". 

23) (PART IV AND PART V MARKED EXHIBIT 217) 

ag | MR. GIBBS: Those, sir, 

25 |) are all of the exhibits that I have to mark at 

26 | this time. 

25 MR. GOLDE: Is there 

28 any further documents withdrawing all these applications 
29 | from the National Energy Board? 


30 } MR. GIBBS: Intended to be 
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| facetious no doubt. 

2 MR. GOLDE: Well, I read in 
3 | the newspaper that fey were going to do so. 

4 | MR. GIBBS: Well, I don't 
5 believe everything that is in the newspapers, 

b Mr. Goldie, and I presume you don't either. 

7 Mr. Commissioner, next 

o door to this room Alberta Gas Trunk has provided 

? | what we felt would be useful and informative 

10, display. The display consists of a working model 
+1 | of an actual compressor station on the Alberta 

Le Gas Trunk system, a working model of a meter 

13 station, a model of a road crossing and of a 

x4 river crossing. Those are all set up next door. 

aa They will be manned from now as long as there és 

16 | interest in seeing them. We invite anyone to go 

1? | in to have a look and to ask for an explanation of 
sah | how they work. 

19 | MR. SCOTT: The only thing 
20 | that remains, Mr. Commissioner, Mr. Gibbs told 
gt | me about this and we made the reservations for 
22 | the room. We do want to negotiate with them the rental 
et because it is like a sales counter and I am not sure 
vai to what extent the Commission ought to pay for the 
| Space. We can discuss that later. 

26 MR. GIBBS: Well, they are 
oy 


not for’ sale. 
Now, sir, before calling 
an | my first panel which consists of Mr. Blair, he will be 


referring to two or three slides and perhaps we could 
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have a moments interruption to bring in the vczrojector 


i) 


and screen before Mr. Blair takes the stand. 





3 | . THE COMMISSIONER: All right, 


to 


we will stop for five minutes or so and stretch 
our legs. 


6 (PROCEEDINGS ADJOURNED FOR FIVE MINUTES) 
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RN ABYY 62), BiG. 
SRY Biaar 
on Chavet 


(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 

MR. GIBBS: Mr. Commissioner, 
the sfirst witness, for, Foothills is'Mr..Blair,~,aif he 
could come up now and be sworn? 

THE COMMISSIONER: He has been 


sworn, in your absence but nevertheless -- 


S.R. BLAIR, resumed: 
DIRECT EXAMINATION BY MR. GIBBS: 
Q Mr. Blair, you were 
sworn at another time and place of this Inquiry? 
A That's. x71.¢0ht. 
Q You are the president and 


chief executive officer of Foothills Pipe Lines Ltd. 


A YeS.. 

Q And you are also a 
director? 

A Yes. 

Q And chairman of the | 
Executive Committee? 

A Yess. 

Q Would you please identify | 


for the Commissioner the other officers, directors, 
and members of the Executive Committee? 

A The other officers are: 
Kelly H. Gibson, Chairman of the Board of Directors; 
D. Howard Hushion, who is an executive vice-president; 
and Ronald M. Rutherford, who is also an executive vice- 
president; Robert L. Pierce, who is the secretary of 


the company; and Dianne I. Narvik, who is the assistant | 
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S.R. Blair 


In Chief 
secretary. 

THE COMMISSIONER: Excuse me, 
Mrsi Blair. Do you have a copy of this? Are you reading 


from something? 

A As well as those officers, 
that are in Foothills Pipe Lines, department managers, 
a director of operations, and a controller. 

The other directors are Mr. 
Gibson, who is Chairman of the Board, and is also 
Chairman of the Board of Westcoast Transmission Company 
Limited; Edward C. Phillips, who is the president of : 
Westcoast Transmission Company Limited; Robert Pierce, 
who is also an executive vice-president of the Alberta 
Gas Trunk Line Company Limited; Mr. Gibbs, our counsel, 
and senior partner in the law firm of McLaws & Company; 
J.R. McCaig, the president and a director of Trimac 
Ltd.; the Board has an Executive Committee composed 
of-Messrsl- Gibson, Phillips, Pierce, and myself as 
the directors representing the sponsor companies. 

Q Mr. Blair, does the 
sheet attached to your prepared evidence and having | 
your name at the top accurately describe your academic 
qualifications, your experience, and your other princi-. 
pal offices? 


| 
Q Would you read into the 
record the contents of the sheet, please? 
A My academic qualification’ 


was a Bachelor of Science degree from Queens University. 


I graduated in 1951. Since then, a summary of my | 
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1| experience is that for the period 1951 to 1959 I was 


Le) 


an engineer or superintendent for Canadian Bechtel 


Limited, principally, and on occasion for affiliated 


oy) 


4 | companies of Canadian Bechtel. On the original planning 
3 | in some cases, on planning and construction in other 

6 cases, of the Trans-Mountain Pipeline Company's mainline 
across the Rockies, Trans-Canada Pipelines Limited, 

| Lakehead Pipelines, Westcoast Transmission Company 
Limited, Union Gas Limited mainlines and various other 

li pipelines in Canada and United States. I also spent a 
little time in those years on the construction of oil 

Le refineries. 

Lo For the period 1959 to 1969 

14 | I was originally operations engineer and later general 
Lo manager and president of Alberta & Southern Gas 

hae Co. Ltd., and its affiliate, Alberta Natural Gas Company 
17 | Ltd., on the latter one I actually sex¥ved as executive 


3) vice-president and general manager, operating gas 


19 | pipelines and marketing to Alberta and British Columbia. 
20 | for export principally, and for some local consumption. | 
ed} In the fall of -- in December 


a of "69 I joined the Alberta Gas; Trunk) Line) Company 

23 | Limited to become its president and chief executive 

et officer, which position I've held since that time. 
indjlisting othergpranecipal 

6 officers I've tried on the sheet that I'm reading 

ei from, referring to, to put those out in a way which 

woul seem to me to be most relevant to this appearance. | 
I do serve presently as the president and chief eae 


<¢ of Foothills, and presently as president and director of 
| 
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Sek. ep LaLr 

In Chief 
Pan-Alberta Gas Ltd., which is the gas marketing 
affiliate of the Alberta Gas Trunk Line companies, 
and I happen to serve as president as well as a ateebtey 
of a company called International Portable Pipe Mills 
Ltd., and I'm a director of some chemical companies 
which are affiliates of ours, including Alberta Gas 
Chemicals, Inc, which is one of the companies active 
in our production of methanol, the manufacture of 
methanol, and construction of a new plant, the second 
plant for that purpose. I serve as a director and 
as the chairman of the Board of the Alberta Gas Ethylene 
Company Ltd., and as a director and either president | 
or chairman of a number of other subsidiaries of 
Alberta Gas Trunk Line Company Limited, which I 
didn't list here because I thought that perhaps it had 
little to do with this appearance. I'm a member of 
thesaconomuc Council of Canada, and ama director “== 
an outside director of a number of industrial and 
financial companies in Canada, and a trustee or eotnets | 
member of some other associations which be Wane het Ree | 
be deserving time to list in this appearance. 


Q Mr. Blair, the Alberta 


Gas Trunk Line Company Limited, of which you are 
president and chief executive officer, owns and operates 
one of the three major Canadian gas transmission 


systems. | 


A Yes. 





18) And what are the other 


two? 


A The Trans-Canada Pipeline 
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In Chief 


system carrying gas east from the eastern boundary of 
Alberta and the systems of Westcoast Transmission Limited 
in the Province of British Columbia, extending into the 
Northwest Territories. 

Q What role do the three 
systems play in the Maple Leaf project? 

A One of the basic principles 
of the project is the new facilities will be built only 
where nene now exists, or where those that do exist are | 
too small to be of practical use. In line with this 
principle, smew pipe will be laid only sufficiently far 
south to connect with the major lines of Alberta Gas 
Trunk Line, and Westcoast Transmission. From those 
points on the gas will be carried through the existing 
systems, expanded as necessary, to match market require- 
ments. 

Q Would you describe the 
existing sytems, please, and perhaps we can have the 
first slide? Mr. Blair. if you feel more comfortable | 
standing down by the slide and making the description, 
feel free to do so. 

A Thanks. 

THE. COMMISSIONER: Can you see 
at the back? Do you want to turn the lights out? 

A The system in orange in 
the Province of British Columbia is that of the Westcoast 
Transmission Company, which operates -- and in giving 
some figures in the next few minutes I'll be talking 
of figures as at the end of the calendar Lorne. 


Westcoast operates about 2,200 miles of pipe with an 
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Sk. Blawse 
in Chiet£ 
| 
ty average daily throughput of about one billion cubic 
| 


feet a day, and with an original gas plant at cost 


3} 9£ about $700 million. 

at The Alberta Gas Trunk Line 

5 | system -- 

6 | Q Excuse me, what was that, 


anworloginal of gas* == 
8 | A Original gas plant using 


the term in the utility company sense, gas plant | 


| in service or facilities employed for gas transmission 
aa | or processing. 

ve Q You mean the physical 

13 | asset? 

id A The physical assets of 

42 four gas transmission or processing services, and I 

26 Gaver ene tvgure at cost, that"s the original cost before 
17 depreciation. 

18} The systems of the Alberta Gas 
4) | Trunk Line Company, all within the Province of Alberta, 


| 


! 
i 


| are shown in blue on this map. They comprise 4,300 
oi mires Of pipe, at’ the end of last year.” The average 
ne i daily throughput last year was 4.8 billion cubic feet 


a day. 
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And the aggragate 
capital cost of the facilities used for gas transmission ° 
was the same measure that I referred to as gas plant 
in the case of Westcoast. That figure for Alberta Gas 
Trunk at the end of last year was 546 million dollars. 
The facitlities:of 
TransCanada Pipelines are shown on this map ina sort 
of olive, I guess, yellow-green. They involve 
5,700 miles of pipe. They averaged about 3 billion 
cubic feet a day of gas receipts from Alberta last year, 
and their aggragate original cost was $1,555 million. 
Q Mr. Commissioner, 
I have copies of that slide and the others Mr. Blair 
will refer to, and perhaps when he has completed 
his evidence, we could mark them all exhilbits and 
distribute them. 
THE COMMISSIONER: Yes, please. 
ae cape Blagrs would 
you now relate to the Commissioner the background to 


the proposals to construct a transmission system to 


transport natural gas from the northern frontier to southern 


markets and in so doing would you trace the development, | 
the separate developments of the study groups and their 
objectives, the merger and subsequent activities down to | 
a point where The Alberta Gas Trunk Line Company feted 
elected to withdraw from the then study group and at&vance 
the Maple Leaf Project as an alternative to the Canadian | 
Arctic Gas Pipeline project? 
A To my knowledge, the 


first real organizing to move arctic gas through western | 
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1| Canada occurred when six of the eastern based U.S. and 
2) Canadian companies formed the Northwest Project Study : 
3 Groupthrough discussions in 1969 and eventually the | 
4 | formaiuconstitution of «their Study Groupease I were e 
5 | in the summer of 1970. These companies included the 


6 three international oil companies holding a dominanat 
position in the new oil and gas supply source of 

g | Prudhoe Bay; that would the Humble, ARCO and the 

9 British Petroleum Company which was already then in the 
10; process of acquistion of SOHIO. They included two large | 
12 | United States gas transmission and distribution utilities 


and TransCanada Pipelines Limited. 


13 The leadership of this 

14 | group as we knew it, was provided by American Natural 

AD Gas Company and Exxon, whose personnel chaired the 

1é- Group's Executive, Finance and Engineering Committees. 
1?) The purpose of the Group as I understood it was to 

18 | study a new express pipeline to move the American gas 

19 | across western Canada to markets inthe U.S. bya 

20°] wholly new pipeline mainline through Canada which would 
21 | stop at the International boundary upon reaching 

22 | approximately the existing pipeline systems in the U.S. | 
23 | The agreed arrangement, | 


4. as I remember, was that this new pipeline would be owned | 
ei 2nepropor tionito the percentage of participations of 
26 the Study Group members in their preliminary work. | 
7 || Meanwhile in December 1969 
28 | my. company, The Alberta Gas Trunk Line Company Limited, 
“5 | conceived that it should be a part of any main project 


to transport gas from north to south across Alberta. IE£ | 
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the point was to get the arctic gas to the nearest 
existing systems, that should really occur somewhere in 
northern Alberta and British Columbia, where our Company 
and Westcoast Transmission Company Limited already 
operated large gas pipeline transmission services. We 
were a natural link in the overall plan, so we asked 

if we could participate in the Northwest Project Study 
Groups organization. They replied no, that they would 
proceed with their studies and just might let us know 


later if therewas any place for us in their project. 


This’ hit us very hard, 
because the important time in a project is in the 
period when it is conceived and shaped as to its 
MVcuULe, design and policies. it can be of little 
attraction to participate as an investor or as a 
connecting facility late in the day in a project which 
has been moulded as to its' design, location, timing 
and other policies by other companies which have their 
own and different purposes as influenced by their 
different regions and ownership control and loyalties. 


So within our Company 


"re concluded that we could not afford to be left out 


of such studies. The obvious recourse was to perform 
Our own study and planning so that our objectivesand 
policies would be given recognitions in the project 
which would finally emerge. 

We decided that we 
would advance an alternate study which we thought made 
More sense both in engineering, and public acceptance in 


Canada. Our. study was to bring the arctic gas to 


| 
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northern Alberta, then move it more economically through | 
the existing systems from that point and also to have 

the entire Canadian segment managed, owned and operated | 
by Canadian companies as a basic extension of the | 
Canadian gas utility system, with the U.S. companies 

who were to be the recipients of Alaskan gas, remaining 
as customers but not entering the Canadian peipline as 
co- owners and operators. 

We felt that to advance au 
proposal of this kind we should have a Canadian partner | 
which had a real interest in development through the 
Northwest Territories and which was an organization of 
national position. Canadian National Railways had 
shown interest in our planning and in 1970 had shown us 
in the agreements for our new study group which became 
named the Gas Arctic Systems Study Group. Alberta 
Gas Trunk and the CN became the sponsors of our new study 
group which started in 1970 and was eventually formalized 
in early '71, I think, with the last of the companies | 
joining then. CN and our Company also entered a spectens 
agreement of joint undertaking which stated in its 
preamble, and if I might explain a remark not included 
in the prepared text. I chose to quote these paragraphs | 
in this appearance because I thought that they helped 
to reconstruct now as well as anything that I could | 
lay my hands on the spirit and the objectives that were | 
in our minds five years ago. Some of the circumstances | 
are different now, but many of the intentions have 
remained very consistent through these years. 


"Whereas Gas Trunk is an Alberta corporation that 
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owns and operates an extensive existing gas pipe- 
line udertaking which is located in and serves the 
Province of Albert and which is connected with 
Similar undertakings that serve markets in British 
Columbia, Central and Eastern Canada, and the United 
States of America ; and 

Whereas CN is a Canadian corporation that owns and 
Operates a diversified undertaking, including 
transportation and telecommunications facilities, 
throughout Canada and has extensive experience 

in Canada's northern areas; and 

Whereas important new sources of marketable natural | 
gas have been discovered inthe Canadian ana Alaskan 
Arctic regions and further such discoveries may 

be expected in the Western Canadian Sedimentary 
Basin north of Alberta; and 

Whereas Gas Trunk, by reason of its knowledge 

and experience respecting gas pipelines and by 
reason of the location of its existing facilities, | 


is uniquely suited to provide the most advantage >5us 


connection between the markets of North America 
and the new gas pipeline facilities that will be 
needed to transport gas from the aforesaid 

new sources to those markets and to provide 
leadership in marshalling, organizing and directing | 
the application of resourses that will be required 
to establish those new facilities; and 

Whereas Gas Trunk commenced in April, 1970, and is 
continuim, to sponsor a northern gas trunk project 


(which we then called the "Trunk North Project" fon 
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a brief period) contemplating the provision of 
facilities to transport Canadian and Alaskan 
natural gas to North American markets - an outline 
of that project, embodied in: the introductory 
report published by Gas Trunk in April 1970 and 
revised as of May 1970, having been provided to 

CN - of which project it is a basic objective that 
the equity ownership of the Canadian portion of 
the new facilities should be and eenain under 
Canadian control, to promote and protect Canadian 
interests in the development of northern Canadian 
gas supply areas and of Canadian markets whose 
demands can appropriately be met by the cCelivery 
of gas from the new facilities as well as to 
provide a reliable transport service across Canada 
for tranporting gas produced in Alaska to United 
States markets; and 

Whereas initial engineering studies, field 
investigations and certain commitments have already 
been undertaken by Gas Trunk in furtherance of the 
Trunk North Project including, engagement of an 


engineering consortium to conduct engineering 


studies, appointment of various financial and legal | 


consultants, appointment of an environmental 
protection board, which is The Environmental 
Protection Board, which Dr. Carson Templeton has 
described in evidence before your Inquiry, and 
commitments repecting training of northern 
residents which began in Alberta on Alberta Gas 


Trunk Line systems in 1970. And negotiation with 





d 20 




















yredoubousa? adaes 
pg OTOL Ling, ett pease a | ; 
ad bebiverq Nasa vaio. One. present | 


Jedd syidnetde piacd. é el vi sos oa He i = “) « 
19 DLtxd@ Method G84 Yo! qidewenyo _aldpen eee He 
a : ’ re 
xobau atomey bas of tivede aatadlion’ Mom aay eg 
boned 29adoxrg - bie erome. oF nes is 
nahbened spadoxd i Jom “nekteaaa9 , 
isthens> nxeftiom te jronyotovak batt, ah sauaxpaat ,ah 
oantw ovata so nimthate? 20, bhp meihe yiqaue mee of 
- , : 
i24vileS ett wd 4om 66 viewt Liagowpgn te, abaageb 4 
5. a6 lLogw en gettitiocd wen uit 23 nee to. ate 


nhané peovgs antviee troqenssa stdetien AaBiveng’ _) | 
hasind of slesiA ni kacubord rey valtwvines 208 a 

A 

Blatt? ,aetbyzea palxzesniong sean: aeetert 

yReat.s oved ataemetumas ik sao Deon enatwpeseoves 

oft to pide reitaw? ot Anat seo yd 

ah to stemepnens .pribby ford Pee coe 

pakzsenipne Ipehaod od: ‘nie Sea og) ie eamabes | 

fated bas Lesonsnk? eugiuav to inl | | 

Letnemnecivns ap 30! da0 











ALLWEST REPORTING L-TO. Se Re Bl 


BURN GB Y 2, Bac. . 
¥ tn chief 


gas transmission and distribution 


}+ 


2 jj cost sharing agreements regarding 
| 

34 studies. 
i 

4 
\ 

c i 

2) \| 


a 
/ 
4 
8 
am i 
| 
9 { 
{ 
| 
he 
‘ \ 
| 
uaa || 
Bee 
25 
= OR 
a 
14 
Ts 
Pe 
re 
L© 
Wan 
eo ly} 
\; 
re. ¢ iW 
18 | 
i 
I} 
19 |! 
Hi 
1 
yy {| 
iH 
1 
71 II 
eye Ht 
I 
{i 
yey \! 
t~ ae } 
| 
\ 
Pes! 
~ ) } 
I 
y 4 
i 
{I 
= 
25 ji 
>) 
_ 
— 
ae @ 
OQ 
<5 
1G | 
Fa 1Pnt 
i 
| 
30 | 
i{ 


air 7902 


companies of 


engineering 





coer 





I> sotangnos notindtadedh bis nokgelmansss ese 
pifteemtpns pitbrapes etasrnesips prireda saos 


Figs 


ALLWEST REPORTING L-TD. 


BL 


i) 


-4 
bm 


i) 


ABY .2,/68.:6. 


WHEREAS pursuant to the afordsaid objective 
of Canadian equity ownership in the Trunk North 
project and in order to secure for the Trunk 
North project the benefits of C.N. skills and 
experience, particularly with respect to the 
northern environment, transportation, tele- 
communictions and other related matters, Gas 
Trunk now proposes that C.N. in addition to 
its present participation in particular support 
activities, should join Gas Trunk in sponsoring 
thetfrunk North project, it being mutually 
understood between Gas Trunk and C.N. that 
other offers should be made at suitable times 
to other Canadian natural gas pipeline 
operators and to other substantial Canadian 
corporations possessing appropriate skils, 
resources and/or interests; and 
WHEREAS C.N. is agreeable to such proposal," 
the agreement then went out to establish the terms and 
conditions far the joint sponsorship of the Canadian 
sectioncof ithe project. 

Beginning in 1970 we also 
recruited into the Gas Arctic SystemsStudy Group four 
of the larger U.S. gas transmission and distribution 
companies. These were Columbia Gas Systems Service 
Corporation, Northern Natural Gas Company, Texas 
Eastern Transmission Corporation, and Pacific Lighting 


Gas Development Company. Each of these was in the 


| 


position of not being included in the Northwest Project, 
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Study Group but being interested in staying in touch 
with and contributing to the development of the north. 
Our company was named the operator of the study group. 
The C.N.and our company were called the Canadian spon- 
sors. An important clause in the Gas Arctic Systems 
Study Group agreement was: 

"This agreement shall not be construed as 

an undertaking by Gas Trunk and/or C.N. 

er by Gas Trunk and/or C.N...on behalf,.of 

any corporation or corporations which might 

be rendering the transportation service 

contemplated by the projects, that Study 

Group member is, will be or shall have a 

right to be a participant in, or shareholder 

of any corporation or corporations which 

might in the future be rendering in whole or 

in.part the transportation service contemplated, by 

the mrojects,..om any. of them,4.1n, Canada,» ..Gas 

Trunk. will,.however, if any. project.is con- 

summated, use its best efforts if Study Group 

so elects, to arrange to have transported 

(to, the extent, legally, andpractically possible) | 

gas of the Study Group member in Canada or 

Alaskan gas which Study Group member shall have | 


in Alaska, or which Study Group member causes to 


be delivered to the Alaskan-Canadian border." 

My reason for selecting that 

particular condition from the agreement for the emphasis 
of this repetition in this appearance is that it very 


particularly concentrated at least in part of the 






























dovot ai paiyste mf badbersy nt patod seta ale 

dddon-ad+ Yo tnenqoleves emt od vrkindiadees 6m dtiw 

.quoww ybude oft to Tasamego ond bemsn asw YasqHoo uwO he 

-noqa qeibens? od boliso sxsw yingmo ao Bnew. o smh 9% 
amadceye 2125 tA es) es of Saunls wad ioqmt nA .etoOR * 
-opW Siemoows quel youre 8 


ec beuxtenoo od tom Ifsde drsmodups eit" ct . 
M.D so\ bas dant eso’ yd pitids tebra fe ' 

to tisded, no .WsD so\bre ahr) Bs) Ya So) ~~ 

tipim avtdw anoissseaieo So AGhtereqszos Yim 2 
asivios Holsesyoqatety, sts enisebnst es . eS 
vpude dtodd {edoetoxa ofa yd botelgmeraas 3 
5 aver Disde to od titw jak sadmem quem ry 
19blodsexsde xo ,at dgnsqioitaaq s ea@0ed tapes ee 
ipidw anciisaroqios 10 Hobsserngtom yas 26 - 
10 olodw mi poixebass sd cmgde? ody a) Sepa 1S 
yd betslaqmasnos sodvise nolasdxoqaenets eda) deeq ek me 


aso .sbsasD ni .medt do yas 1o deeper” eng 





-mon et toaforg yos ii ,xsvewod if pe giauat 
quow ybuse 21 aduotte deed ati easy ,bedenme os 
basxogensts evel ot spasixs oF ,etoele o8 i% 
(eidieeoy yilsvisvesg bus ylispel gnedke edt ot) 
“Go sbéand ot tedtem quowd ybudte@ sit to Sap 
| ved Ilse xodimsem quoum ybuse doidw asp Heleetay 
! o2 agaveo isdmem qto1 ybude doidw to. , pteskA Ab iv 46 
. "1sbiod mp bbenso-nmedesié Bhd of botevite® ede» J 
s6dd poisovsisce 103 aossex yM a -y 
eiegdqns ez sot jnamsorps any, ees 
ytev 3£ gera et Wen emia 


edd to. 3tag ok. 
va) 


7905 | 


ALLWEST RIEPORTINIG TD. 


BURNABY 2, B.C. Sar. ‘Biljanar 
tH Cc hiekt | 
+i] condition, on the point which was so central to all 


fh 


of our objectives and planning then that the job in 


3] Canada could and should be done by the Canadian compan- 
4 | ies, and that the role of United States companies 
5 | would be as customers of the service, but not, we felt, | 


0 proper as co-owners or co-project managers or project 


operators of a utility system within Canada. We felt 


a we were big enough and that this was our job to do. 
a So through 1970 and '71 and | 
a | '72 the two study groups went their own ways, doing ae 
12| engineering, field work and economic assessment approp- 


a riate to build a pipeline system but with the two | 


different sets of ideas as to where the new pipeline 
14 should go, and how it should be managed and controlled 
13 i in Canada. The Mackenzie Valley studies of our 
Ie group and the Northwest project group involves a very 
ae considerable amount of field work and testing in those 
13! years. The Northwest project study group established 
19} and operated a large test site at San Sault and commis-_ 
20) Sioned many consultants. The Gas Arctic Systems Study 
21 group operated test sites at Prudhoe Bay and Norman 
a Wells, and these are of course the sites which the 
23 | Inquiry has visited, sponsored the independent FEnviron- 
4 mental Protection Board and commenced some experimental 


Operations integrated into the existing systems of 
Alberta Gas Trunk Line, and also commissioned consult- 
ants. Training of northerners for future real 
Supervisory responsibility also began in our company's 
system in 1970, and has continued since then, and I'd 


like to add also here to the written text that it was 
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In Chief 
1| our concept that there must be local involvement at a 
2 supervisory level inthe construction of the pipeline, ae 
| 
3 4 particularly in the inspection of construction of the | 
4 pipeline, and also in the supervision of operations. 
5 | We know as operators that it takes people a considerable) 
6 time to achieve the expertise and self-conficence and | 
vi on-the-job familiarity with operating situations and 
5 with construction situations to really make such an | 
0 appointment meaningful, it takes many years, it takes | 
10 | anyone that we train in our normal business many years 
11| to achieve that expertise, and we felt the same factors | 
be] would all apply in our recruiting of northerners, so | 
13 | we deliberately, far ahead of construction began to 
14} hire numbers of young men and some young women from 
5 communities throughout the north and to engage them in 
16 | full-time employment in the Alberta Gas Trunk Line 
17 | Company on the basis that that job would be theirs any- 
18 | way, and that if, as and when there were a substantial 
19 | pipeline project in the north, they would then be in | 
20 | a position to come back and give real leadership to | 


} the inspection of construction and to the operation of | 


22 | the system, and we've been absolutely delighted with 


23] the fine performance of the group as a whole. We have 

24 | a number of those people who, just entirely through 
| 

25 jj their own merits and talents, are now in the position | 


of acting as instructors to the subsequent generation 
of northern trainees to whom more are added every 

8 | year, and to our other staff that's hired to fill out 
29 |i our operating roster. 


30 | I will mention that in the 





















a te tnemovlovat resi ern eee sasones wo 
Baa. sniisatg et to ro tt graeaos adank Level. vageivreque 
| adh Yo nohsouitenns, te noisoeqaii, aay mi ylxedtioigisg 
,enobisneqe to noiedvieque ott nt one bas ,enihegtq 
oidsvabtanoo s elqosa esdsd 34 Dero Sefodateqo eB6 wond sw 
bus onrebiigos-Ilee boe spltxeqxe ait eyeiiios oF emi 

bos ancivsudbe epniteseuo Aghw vddtetl usd det-eds-10 


as dove eset vyileou of snoidaydde cotsosssadon Adin 









eekpi Ji ,etesy yoam asded oi ,leaprinsem dnomtatoggese 


Eee Ee Se eee 


S168, Yoon eeenizod Lamon wo mf (ent ow sent, enoyns of 
etogosi emse edi 3192 sw Bak (setavegea gen avetdos, of ti 
oe ,etentedtson to pridtwxees too of ylaqs iis Sisoyw 3B 4 


of uspad moisoustesos to Beans sar yletstediieb, ew 


a ie 
rm 
i 


= 
- 


movi agmow prey smo brs new pawoy to ersdam ezid 


fu 
bs 


ci med Shepne ot bia déxomt eto aeonpwords solsatagmmon 

anid, tauxT bed sixrsdih&, ols at daenmyoigne emtjnLivg 
“vi erierls od Sivow dot, tadt tsdg¢ aleed of? ao yasquod 
feigneiadua 6 otew ptedt nadw bae a6 \ 3h Fede bas yew 


ai at nods bivow yor? ,fttom sda of Joefosgwegtiegiq 





od gidesebaal inet ovip bas sob omen or aakeceoq. & , OS | 

i Bo nekijetage sid oY bas acdisowttedos, 1 dolgeegsak off 
(jiu. betdpileh yledeloede aged ov’ ew bté ,madeye ons 
evad OW .wletW 6 2s quore add te necuinichiiil ent ads 
dpyoris yiezigao Jeut .ofw elqoeq seorts to sedmen, 6 

| ottieog ett ni won ois ,tinsles bos edavem nwo aiedd 
| elise tneypeadge si2 of erotoutaemk 26 pritos 20 
yxeve bohbsS o36 eson modw od seenkssd rodaton/ 30 

suo 1£3% oF betid e'dsds Pheer wate: er eoon ae 


| / set nt tert noktnen > Pre on om 


MOLWEST IRIE OR THING iL-hD: 7907 | 
BURNABY 2, B.C. SR. Blaix 


} 
4 


In Chief | 


Same year still another team of companies, the Northern | 
Pacific group, began to conduct studies and negotiations 
for a comparable alternative project located somewhat 
further west, of which Westcoast Transmission people 
will be in a position to report. Part of the political | 
and industry comment in the early 1970's was that / 
all the groups should merge eventually to avoid more 
serious duplication of effort, and possible frusttation , 
of the project through long drawn out adversary proceed- 
ings before regulatory agencies. This merger did | 
finally occur in June of 1972, between the Gas Arctic 
and Northwest project groups, and the merged group was 
named the Gas Arctic/Northwest Project Study Group. 

As well as the six members of the original Northwest 
group and the six members of the original Gas Arctic 
group, a half dozen other companies joined at that ee 
-- actually four joined immediately and a couple more 
very soon afterwards, and so joined at that time and 


other companies joined thereafter until by 1974 there 


| 
was a peak enrolment of, I believe, some 28 companies. | 
The new companies joining in '73 and '74 included | 
Imperial, Gulf Canada and Shell Canada, who had | 
the main land-holdings in the newly dentified Mackenzie. 
Delta gas supply area. Other participants included | 


the three main gas distribution companies in Ontario, 


some other Western Canadian and national Canadian 


companies, and additional U.S. gas distribution compan- | 
ies. This large group -- the members of this large group 
paid equally for the continued studies. The project 


presently advanced by its two agencies, Canadian er CEL 
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Gas Pipeline Limited and Alaskan Arctic Gas Pipeline 
Limited, if I have that right, was recommended by its 
Management and prepared for regulatory applications. 
Meanwhile about May of 1974 some of the members began 
£oO Lesion from, the group. 

Alberta Gas Trunk Line left 
in September, 1974, upon concluding finally that it 
would be better to present its views and apply our 
efforts through participation with a small number of 
companies having consistent purposes, and through the 
vehicle of a federal pipeline company having the 
appropriate corporate objects, resources, and exper- 
lence to build a connection across the Northwest 
Territories between the Mackenzie Delta-Beaufort Basin 
gas supply area to the markets served by the company's 
system 

As one first step towards a 
regulatory application by such a company, Alberta Gas 
Trunk was able to and did contribute of course the 
use of all the work which it accumulated as the 
operator of the Gas Arctic system study group, and 


has appeared as a member and subscriber of the Gas 


| 
Aretic Northwest project study, and its agency, Canadian 


Arctic Gas Study Limited. 

In the last four months of 
n9074 and the first four months of 1975, we put this 
work into Foothills Pipe Lines Ltd. and added other 
work and proceeded to prepare a complete application 
to the National Energy Board for a certificate of 


public convenience and necessity and also to the 








| 
| 
| 
| 


















S25L onid seer eno sfredfa 
th asits yilend? pabbetongs nege (yht er. vtedmsigee at 
wo vigqs bie ewekv ht ansegtg 09 sedesd sd bivow 
Yo vadmun Lioma & aj4w nedtheletdase tpugmutd mieoRhs. 
ote déwontd ‘bie yResomany Jneeehaae enivad reLmEgmon 
oft pave ynoqnos eniteghe Tsyaber 6 +6 afoislev 
-tgare hire .eeouioses .edpatda atrxogyes ote iagoxags 
729wi xen ets RACs not doenineD. & bitud et somal 
hiech Jjtotueed-sslet! vianetoeM ol. ramerwal wed sersosizieT 
a'vngonaq add, yd bevine eifetxem aside oF seus yLqque #26D 


Pare 


Ao ebiswod ged2 teat) ato mA a 
asU etisdiA .Wiegoe 4 dauA vd noe igees ‘yaodelupex 
ei? 22215 | To: ssa. bth. Evy ot aids .eaw AnusT 
ote ap bas Lannyoos tb tho dilwe Stow AaB Bh te ‘eey 
bas caneh youre geteys ogtamh. 2nd ont Yo. atereqo 
asd eff! 20 Med tzearioe. bn Kociant © ih Dexseqqe sed 


frihoatd ,wonepe edi Bas ne ee 






ae se he gaeeiie» ont 


iy appicoon a 
aha (ore ae 





ALLWEST REPORTING L-TO. 
SURNABY 2, B.C. 


ke 


Co 


Ww 


JO 


b 
GS 


92) 


Uy 


S.R. Blair 
In Chief 


Department of Indian Affairs & Northern Development 


for a right-of-way and other land requirements. 
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ALLWEST REPORTING LTD. SeR. =Blantr 
BURNABY 2, B.C. . 
In ;Ghief 
1} Q Mr. Blair, what were 


the main reasons for Alberta Gas Trunk Line Company's 


withdrawal from Canadian Arctic Gas Study Limited. 


A There were many reasons. 


They became apparent and were stated during the 
two years of our participation in the Gas Arctic/ 
Northwest Project Study Group. We summarized our 
reasons to all members of the group in May of 1974 
at a management committee meeting. That was a 
private meeting and I do not wish to elaborate in 
public now on all of the detail of the concern 
that we expressed then, because naturally it 
constituted a listing of the areas in which our 
company considered that the application then 
being carried forward by Alaskan Arctic Gas Pipe- 
line Limited and Canadian Arctic Gas Pipeline 
Limited was not what we thought should proceed or 
what we thought could succeed. 

Because the project 
peesently advanced by Foothills Pipe Lines Limited 
does not include those aspects of our concern or 
criticism of the Arctic Gas project, I suppose that 
all the issues of difference will naturally enough 
become compared and considered as the two alternate 
applications are presented before the regulatory 
agencies. So I believe it will be more proper and 
constructive for these differences to come out 
through that process rather than to reconstruct 
the past debates of study group committees. 


I can say in a general 
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In CHief 
i 
1) way though that the root of Alberta Gas Trunk's 


ee) 


be 
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1] 


decisnon to withdraw from the Arctic Gas group 

was our judgment that Arctic Gas was pursuing too 
much the purposes of the original Northwest Project 
Study Group's desires to create an interndionally 
known and wholly new express line across western 
Canada and was doing so too much for the special 
purpose and under the influence of the United 
States companies. 

A particular symptom of this 
judgment were in the statements being made on 
behalf of the group by its management alleging 
a necessity of exporting Mackenzie Delta gas to 
the United States and alleging it necessary to 
piggy-back the new Canadian gas sources on movement 
of Alaskan gas across Canada. We were convinced 
that these allegations were not justified and were 
quite unnecessarily working to make the roles 
of the Canadian participants subordinant. 

We decided that we must 
not be identified with statements which we dis- 
believed so strongly and even considered misleading. 
It was good to be participating in the Committee 
work, but hard to be in the Group when we obviously 
had serious differences with much of its management 
direction. In the end we supposed that the 
fair and effective way to put our own point of 
view forward henceforth would be through the 
rather demanding and expensive, but in the circum- 


stances necessary, arrangement of advancing a 
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BURNABY 2, B.C. Bek. Diaiec 
in Chres 
1| separate application which would draw full public 
2 | comparison as an alternative. We knew that the 
34 resources, knowledge and energy to do this did exist 
4 in the pipeline companies in western Canada and 
5 | that with a closé knit organization of construction 


6 and operations people, we could complete an application 


7 and if certified could complete a project with dis- 
Bi patch and economy. So that was the conception 

9 | of what has become, quite quickly, Foothills Pipe Lines 
104) Ltd. and the"Maple Leaf Project." 


Vi In presenting the Maple 
l2 Leaf alternative we also had to be aware that because 
-- to list some possible occurances, one, it might 
be decided thatfmuch of the Alaskan gas 
could be used inside that state, or, two, the U.S. 
might decide to move the surplus gas across Alaska and 
by ocean rather than thyvough Canada, or three, 
LS the creation of such a tremendous and international 
1 project envisaged by Arctic Gas might take much 
longer or be much harder to implement than they hac 
ol. assumed. 

Then’ in-any of those three 
circumstances the complete and timely development 
Andgepreparatvon Of "a project Capable of *connéecting 

2s new Canadian sources to all the markets served 
26 by Canadian systems would be the way to go. So 
a4 we decided to get on with what was necessary for 
=a theisappdaication ‘and™projyect. 

A, Q My fe lai, wo as 


doing the work for the Foothills"or Maple Leaf Project"? 
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A Most of it has been done 


by qualified and experienced construction and 
operating personnel originating from Alberta Gas 
Trunk and Westcoast Transmission. About fifty top 
and experienced people are engaged now as full time 
employees of Foothills. They came largely from the 
two operating companies, but also include a few 
project specialists from other organizations. Many 
more people in Alberta Gas Trunk and Westcoast 
Transmission have been working on this project as 
well as on their current construction design and 


operating responsibilities. Professional consultants 


have been added wherever needed and executive mansqge- 


ment has been drawn from the top officers of the WON 


operating companies. 

In Westcoast and Alberta 
Gas Trunk there are, as I mentioned, earlier, two 
of the three major gas transmission companies in 
Canada. They are two independent western Canadian 
companies in this industry and the two which have 
accumulated the experience in and led in the 
development of design, construction and operating 
techniques for nobrthern terrain and conditions. 

The combined gas plant 
and service of the two companies totals 1.3 
billion dollars in historic costs, and if valued 
imnicurrent 1975-costs) of, itewould be: in 8 billion 
dollars or if escalated further to equivalent 1979 
investments would represent, I am sure, some 2.4 


billion dollars of facilities and I just give those 
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figures as a matter of perspective of the size of 
the figures that will be described for the 


Foothills project. 


Q Mr Bilair, vou have 
dealt generally with some fundamental differences in | 
approach as between Foothills and Canadian Arctic 
Gas Pipeline, can you now speak to physical 


differences? 


A I would like to do so 
in general terms. There will be persons on subsequent 
panels who will be particularly able to discuss 
the details, but I can generally describe some of 
the more important differences and perhaps I could 
start with an overall view by the means of a 
couple more slides. 

Q Again. Mr eB lair it 
you want to go up to describe them, please 


feel free to do so. 


A Lethon perhaps: Locan 
do, this, briefly just from the seat here. That slide 
has heen prepared by our staff to show for comparison 
our -- what to our knowledge is the project presently 
proposed by Arctic Gas and I don't mean to suggest 
any special accuracy, it's just a drawing to show 
for comparison the large international system 
which by the evidance that has been given on their 
behalf we understand they presently contemplate 
to move gas from Alaska and the Mackenzie Delta in- 
to Alberta to connect with the head end of the 


three 
TransCanada system and then through’new main lines | 
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In Chief 

| to move the gas on into the United States and it 

2] is a system which I have characterized and which 

| I believe to be emphatically an internationally 

7 owned express system designed principally to move 
5 gas from both United States and Canadiansources to 
6. United States markets. 

a Q Can we have the next slide, 
S| please. 

| 

| A And for comparison we have a 
10 | Similar sketch of the "Maple Leaf Project#® with 
11} its components of a new pipeline system across 

12) the territories, the Northwest Territories which 
presently has no gas pipeline service, to connect 
ul the Mackenzie Delta gas to bring it down to a point 
yal just north of the Alberta/B.C. boundaries, through 
6 a 42 inch mainline which will be described in much 
17 | more detail later by others and with, as an integral 
18 | partsof)thatiapplication; a system of delivery 
19 | lateraks ttotdeliver tgas@to communities in the 
29 | Northwest Territories of which in the scale of 
21) thas imap;i thevmain laterals ‘outi*to Yellowknife and 
24) nearby communities and to Hay River shows as a 
23) separate line the delivery lines to’ a number of the 
| other communities of the Northwest Territories is 
25 | simply too small to appear on that map, but those 
76 delivery lines appear in detail in the applications 
27 that we filed. 
call And then within the 

29 {| 


\ "Maple Leaf Project" overall, the applications 


ae provide for the carriage of that Mackenzie Delta gas 
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on to markets across Canada to sustain supply to 


oy existing markets and even to extend the provision 


= of gas supplied to new markets in Canada including 





4 | as shown schematically there, Vancouver Idand to 

= the west and Quebec City and the lower St. Lawrence 
: Valley to the east. On that map the system of 
puctcang Gash portions Of Colour” beside” the existing 
8 lines represents the concept of line looping of 
gradually building up” the deliveries through 
existing systems by looping existing lines rather 

} than by building wholly new lines and the orange 

ve dashes therefore illustrate, symbolize that 

ag design as occurs in British Columbia, the blue ones 
” as it occurs in Alberta, the green ones as it 


i occurs across Canada to the east: 


Witle wor ——-"Che. purpose 


ro 
g 


ee 


Of a sitde projection, this illustrative’ stade yeh think, 
il does the job better than a lot of detail. Perhaps, 

a i hope that it is proper’ for me to mention that 

more detailed analysis ofthat looping ‘as well 

a as being given by other witnesses appears in the 


ok maps in your display room. 
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In Chief 

MR, GOLDIE: i dont todliinke 

LO, PHterrupe: my, friend, tand “I wouldi not doiso Hut cor 
has been 

the fact that this/ placed on the record with the 

assistance of a slide, and the impact of a slide, of 

course, disappears more rapidly than that of exhibits. 

I am concerned that although the witness has stated that 

these are illustrative only, the previous slide suggested 

that Trans-Canada Pipelines in Canada was not connected 

in any way Say ween cia Arctic Gas proposal. On the 

other hand, this slide purports to show that the Trans- 

Canada Pipeline system is, and I'm sure that Mr. Blair 

did not mean to be misleading, but I think it would 

be appropriate for him to place on the record now 

the relationship of Trans-Canada to the two proposals. 

MR. JGEBBS': sta eatgsume Moe 

Blair is happy to do so, although I remind my friend 
_sgeaking to 

Giacmum thevGass Arctterslide;iMr.. "Blair dd point ‘out 

that it connected with Trans-Canada at Empress, Alberta. 

But if my friend wants further explanation, why -- 

MR. GOLDIE: 2 lads ene 
because the slides themselves, which have a visual 
impact at this time, and are not reflected in the 
record, in my submission require some clarifi- 
cation and that's why I asked my friend to do so 
now. 

MR. GIBBS: I'm not sure what 
he wants me to ask Mr. Blair, and what he wants Mr. 
Blaimrto way sedit*stalready before this Inquiry ‘that 


Trans-Canada Pipeline is a member of the Canadian Arctic 


Gas STudy Group and Canadian Arctic Gas Pipeline Limited, 
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In Chief 
7 THE COMMISSIONER: The point 
2} iSjeas 1. understand, it, ~tha t .the, Anctic. Gas system, 
| if it were built, would supply gas to Trans-Canada 
4 | Pipelines. 
5 | ME SeoCOMe gen Le ShOtmt.. Mrs 
6 | Commissioner, you left off a red line in the upper 
7 chart, isn't that what was done? 
7 Mi Gob or Ol. nO. .OnenG. wet iad 
9] not so because there is not before this Inquiry or 
i0| before the National Energy Board yet, an application 
11] for Trans-Canada to be part of the red system or indeed 
(ot part of this system. 
13| THE COMMISSIONER: Q Well, Mr. 
14 | Blaiz,,.can you help. us. out? 
15 | A itd like, to.explainwathet 
i that, 
16. UP alata eld presenting the slides this way is quite 
L? f rational because the cost figures quoted for the Maple 
18 | Leaf project have always included express reference 
19 | calculation of the capital costs of the expansion of 
20 | the Trans-Canada system, of the operating costs of 
21| moving gas through that system down to markets in 
32 | Ontario and Quebec, of the availability of pipe from 
Canadian manufacturers for the expansion of the Trans- 
24 jj Canada system, and information which in its detail 
25 | and completeness is Similar for Trans-Canada to the 
26 | information presented in the Maple Leaf project for 
27 | Alberta Gas Trunk and Westcoast Transmission. So that 
| 
28 | we think of Trans-Canada and speak of it as an intergral 
29 | part of the Maple Leaf project. 
30 | I know I am accurate this far, 
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1 in saying -- I'm quite sure I'm accurate in saying | 
| 
~ that I don't believe that the Arctic Gas project has | 
3 | ever mentioned, any capital cost figures or operating 
4 | 


cost figures or shown any design for expansion of 


Trans-Canada. They have shown only the facilities in 


1S) 




















6 | Alaska to move the gas to the international boundary 

7| and to move it on into the United States. 

8 | Q Excuse me, you're speaking 

9 | too fast there. You said they have shown only what? 
= A I know that the represen- 
11] tations on the evidence of Arctic Gas have included 
12) only the capital cost, operating cost, construction | 
13 | and other data for facilities in Alaska, through the : 
14) Northwest Territories and through Alberta, to the inter-; 
mal national boundary, and then the facilities going on | 
16 | into the United States. So that I think that my pre- 
17 vuous' SIVde 1 fll ‘could justigolback) to it again,) ‘ais ) 
18 | accurate in representing what is described as the | 
19 Arctic Gas project, and while it shows on the slide, | 
20 | certainly it connects to the Trans-Canada and to uCtTit1 > 
a in Alberta and to a number of other facilities by | 
ae going by there will be a physical capability to tie | 
23 into Other systems, but I Mhink hits Stilis wair ito | 
24 | say that is what is being described publicly as the | 
25 | Arctic Gas project, and go back to my slide again. | 
26 That is what is being described publicly as the Maple | 
27 | Leaf project. | 
28 | MR. GOLDIE: Mr. Blair has | 

| 


made it quite clear that he intended to convey the 


ae impression that he has just described, and I'll leave 


3 
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that to cross-examination. 


MR. GIBBS: Was that a 
threat? 

MR. ‘GOLDIE: ‘I “don't want to 
interrupt your presentation any longer, because other- 
wise we could get into a debate, and I'm sure that's 
not what you want to hear. 

MERZ. -GIBBs 41" ie Wet “you 
debate with Mr. Blair. 

THE COMMISSIONER: Before you 
gorong aio shouldiisay,Mr.“Gibbs, if you permit me,* that 
I understand the Court reporters have been very busy 
and they intend to be busy tonight getting out the 
transcript of the proceedings last week in Whitehorse, 
and under those circumstances I think it would be best 
if we carried on with the completion of Mr. Blair's 
evidence in chief, and then adjourn it until Wes teyader. 
Wonuldethattbesallyrsght PyMrl Scott?’ iT take 14 that's 
ai terioqhne: | 


MRT VSCOTT: Yes Sir. 


MR “GLBBS:~ © -Have*you ther, 


Mr.) Blair, finished your description of these two slides? 


A Yess 

Q Then Mr. Blair, “could 
you now speak to pipeline sizing and economics, and I 
might refer you to some of Mr. Horte's remarks about 
the Canadian Arctic Gas delta lateral. AT page 5547 of 


the transcript he said: 


reehife owt esatt to noluglwesh agoy hedeines tisia .xM 


sey 


s 3542 ae -chata 2aM 15. 5a 
























ot sew 2'noh lt <apdaOs aM 
(92s0 Ssaus os ,2eenot yas nojistneestqg aoOy touspotnt 
stsactsy oye m*Pebnb yovedeh a costs ‘eae! bition ow selw 

,ieer of jnsv soy tenw Jon 


: 


titer .264 adjgiv etedeb 


scee an domes coy Ti peddio .2M,yee Benet Ne 
vend yrev nesd ¥en eredtoqe: iteod of baevershas,s 
ait 206 poisgev s-Aaeino veud od ote beretgal yvyors bas 
statind né Aeawedesl apnibssovtrd Stage sqiipenst3 
od Biuow Fboshids ¢ seocedemuotio Bee tobnu bas 
s'+i pi cM. Zo neidelqnos as AtiW GO DSATaeS Se tL 
“tones lit 3 navetis nett baw qtecmeem gonabiva 
‘sense et otatd I C4052 .36 ,ttei2 Lhe ee secia bleow 
tripit ifs 


ts Leah eTTOVR HM 
eat) woy ove O -tatito 2M 


cay A, oll Are 

Pies ,tie!a .aM neil o ay 
Ane .eotmonozs Aes Gattis onkfeqte of asege wormay 
‘ods 2axena1 e'oton .2MRo amos Gt voy Xeteraapka 

to Th2@ epeg TA siswesel BOleb Bad obtotA nekbenso oda 
shies ef sqixsenasd odd 


"oe 





2. 


ALLWEST REPORTING L.-TD. 7922 | 
BURNABY 2, B.C. 




















SaR, Blair 
In Chief 
1| "Whetherin the long run on a straight economic 
e | 
“| basis it would have been the right decision or | 
: - 
3 | not, “is something we'll only know after the 
| | 
4] fact, because if the build-up of volumes were 
5) rapid, then one would find that the 48-inch 
ej diameter would certainly have been a wise | 
a decision on the basis of economics alone. | 
| 
3 Whereas if the build-up were slow, the economic | 
>| decision would probably favor the 42-inch | 
I 
x3) system." | 
ou 
all With that, Mr. Blair, as a basis, could I startthis 
2 |! : ; : eed, 
te series of questions by asking for the traditional 
oS 
aad approach to pipeline sizing? 
a4] A One considers gas supply, 
i 
| 
= 
to | market requirements, materials available, costs. 
a8 | Supply is considered in terms of daily deliverability 
a | and of a reserve base sufficient to sustain deliveries 
| | 
ae forpsagreasonablenilengthiof£, time. Provided the, reserves :| 
| 
a9 and deliverability are there, the objective is to | 
: 
oat size to accommodate the market for an initial period 
a, and then if a market build-up continues, and the supply 
2 | ! 
i sources hold up, to increase capacity later through a |! 
23 | ’ : ; . es 
| looping program again matching increasing market require- 
24 || 
1 ments. 
25 | : | 
| Q You have emphasized the | 
26 | 
aoe | market side of the equation. Why accord it such impor- | 
27 | 
i tance? 
28 | | 
ad A If the pipeline is over- 
pa) : : : E 
| sized in the sense that for a long period of time 
30 


| there is more capacity than the market requires, or the| 
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S78. Belair 

In Chief 
supply can fill, a cost burden is cast upon the 
ultimate consumer who must pay by way of greater unit 
cost than if the spare Capacity had not existed. 

Q Is the tendency then 


towards conservatism, Mr. Blair, in the sense that 


caution will dictate a smaller size than may ultimately 


be required? 


A tedon't. know at? “conser- 


vatism" is the proper expression. We always try to 
get the correct size. We obtain the best forecasts 
that we can and size accordingly. Of course, it is 
comforting to know that if experience shows the size 
to be insufficient to accommodate market build-up, 
that situation can be remedied by adding compression 
or looping, or both, whereas over-sizing is a circum- 
stance that cannot be remedied. 

Q Is the addition of com- 
presion or looping to already existing facilities to 
increase capacity necessarily a bad technique? That 


is to say that it's something to be avoided. 


A Novanoty atvally> atvleast 


not in economic terms. Adding compression or looping 


at appropriate times enables a carrier more closely 


to match capacity to market requirements. And dependen 


on the timing and the financial circumstances, it 


follows that the unit cost to the ultimate consumer 


will be less. As well, there may be a distinct advant- 


age to the transmission company in that the additions 
after gas starts to flow can be paid for in part by 


current revenues. Capital requirements are thus 


a FF oe = 
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S.R. Blass 

In Chief | 
obviously less than if the original construction 
provides full system capacity. 

Q In giving these answers 
you have been speaking from experience, Mr. Blair? 

A Yes, Alberta Gas Trunk 
has gone through this process continuously as has 
Westcoast and Trans-Canada, and I dare say every major | 
transmission company in North America. You described 
it correctly in an earlier question when you called 
ita, tradztional approachm< | 

Q From what you have said, 
the reliability of forecasts has a lot to do with 
Sizing? 

A Yes, we do have to rely 
heavily on forecasts of reserves, deliverability, and 
market requireme nts. 


Q And have you found such 


forecasts to be reliable? 

A in: Large ypartw, our 
forecasters hae been accurate. Of course, the further 
one looks into the future, necessarily the less accurat 
the prediction is likely to become. 

Q Based upon your forecasts 
and of course those of the National Energy Board and 
others, what conclusions do you draw as to the Canaf#ian| 
Arctic Gas selection of 48-inch pipe? | 

A Eibeliteve that “the | 
interests. of Canadian gas consumers, present and | 
future, would be better served by the use of a smaller 


: : oe tae , rae ge . 
sized line. Prevailing opinion is that a eee he 
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BURNABY 2, B.C. oR. Blair 
In Chief 

| Beaufort Basin gas will be required in Canadian markets | 

2 and -- 

7 . THE COMMISSIONER: The Beaufort | 
4 Basin, Mr. Blair, so that we understand each other, | 
5 | that includes Mackenzie Delta. 

6 | A Viecmcatemiit COGS a. alls | 

"| includes the entire new gas supply and potential 

a] gas supply in the Mackenzie Delta and nearby regions 
za within Canadian jurisdiction . | 
10) Therefore the prudent and | 
12 proper course is to size and expand by matching Canadian 
120 market requirements. Foothills' forecasts show that | 
13 a 42-inch iine would be sufficient to 1984 or 1985, and 
14 given the uncertainties of predicting events ten years | 
15 | hence or later, it might well be sufficient for a 

16 | greater period of time. | 
17 | MR. GIBBS: Q But that would | 
138} not be sufficient to carry the Alaska gas as well as | 
19) the Canadian gas? 
29 | A It could carry some | 
ei Alaskan gas. | 
22) Q Mr. Blair, two matters | 
23)| seemoto surface with»respect,to that position. The | 
24 | first is the matter of the sufficiency of reserves for | 
25 | a Canadian only line for Canadian gas to Canadian mar- | 
ae | kets. Can you comment on that? | 
2a) A Yes, and I'll apologize | 
281) that to a degree, this prepared testimony which had 
29) to be prepared some weeks before this appearence, will | 
30 | overlap with some spontaneous testimony at Norman Wells 
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Seka blalr 

in Chret 

last week. We believe that the gas reserves that 
have been identified so far in the delta are sufficient 
fOr the tiling and the hearing of applications for a 
certificate to provide for their pipeline connection. 
We believe that those reserves now identified plus the 


additional reserves which can reasonably be expected | 





to be identified as supply sources to the pipeline 

during the next year or two, will be sufficient and 
timely to obtain financing for the pipeline connection | 
which we propose. 


I have made those statements 





for this record with complete awareness that there are 
others in the sponsors, management or consultants of 
the Canadian Arctic or Arctic Gas organizations who 
allege that I am not correct. They have shown this to | 
be their position. I believe, nevertheless, that our | 
Statements are correct and proper. They are made after 


particular knowledge of the reserves which existed at | 


the time each of the main pipelines in Canada were 


constructed and after discussions with our advisors. 

Q The second matter, Mr. 
Blair, is how Foothills would propose that Prudhoe 
Bay gas get to U.S. markets overland, if it is deter- 
mined as a matter of high government policy that there 
be overland transportation of that gas? 

A If we do put into service 
within the Canadian jurisdiction a pipeline connection 
designed to move Canadian Arctic? to markets across 
Canada, and so create a pipeline system conceived, 


designed and managed for that purpose, personally I 
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In Chief 


paces it possible to extend the use of that system 
under some circumstances to provide some service for 
the movement of Alaskan gas across Western Canada, if 
the Government of Canada should decide that they wish 


that offer to be made to the United States. 
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ui The normal actions then 

2 | of constructing a lateral extension to receive the 

3 | Alaskan gas and of increasing horsepower or some eerie 
4) of the mainline to provide transmission service for the 
5 incremental volumes could be considered as and when necess 
6 | necessary. : 
7 Personally, I would hope 
| that the Canadian utilities would not be asked to move 

| all of the gas which would be produced in Alaska. I | 
10 have come to the view that such an undertaking would, | 
11} ain both the immediate future and the long run, bring more 
12 | problems and haz ards into Canada than it would | 
13 | bring eee of commerical business forthe pipeline | 
14 companies. Some of the problems and hazards I have in 
15 mind would be: 
16 | i) The enormous and continuing responsiblility of 
17 | raising capital not to serve Canadian markets 
13 | but stictly to enlarge a system to serve the 

| 

19 | purposes of U.S. companies particularly in | 
20. times when projects of much greater cians 
21 or need to Canadian purposes could be urgent. | 
4 ii) the responsibilities of steering each | 
23 installation and expansion through regulatory | 
24 | and rate-making processes and tax ‘procedures and 
25 | sovereignty concerns of jurisdictions which are | 
26 | properly autonomous and which could have 


different preoccupations from each other from 
time to time. 
Still, if the Government 


of Canada should decide at a high policy level that it 
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1 does wish to accommodate the U.S. by having this 
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utility offer a supplementary supply service for 
increments of Alaskan gas across Western Canada, 


controlled as to timing and amount of service, I am 


sure that the Maple Leafsystem could participate most 


cooperatively. Actually both Alberta Gas Trunk with 


7928 





it's affilitates and Westcoast Transmission are deeply 


involved in trade with and service to United States 
companies and I don't think I am going at all to far 


to state that we are known and trusted in business 


by those United States companies which are dealing with 


us at arms length. 


I think I should also 


point out a particular advantage of a system which is 


not dependent upon a supply of Alaska gas. Sucha 
system can be certified and constructed according to 
Canadian needs and would be independent of and 
unconcerned with decisions or delays in foreign 
jurisdictions. In other words, the timing of much 
needed Canadian supply to Canadian markets will not 
in any way depend upon what happens in regulatory 
of litigation or legislative processes elsewhere. 

Q Mr. Blair, A Canadian 


Arctic Gas witness when explaining the techniques of 


increasing capacity by adding looping and compression 


made this point at page 5560 of the transcript: 
"Now, of course if the demand for the gas were 


not there you would have not reason to expand 


your facility and looping would not take place". 


I take it that is a sort of common sense statement? 
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A OFCOURSE 4It tisiag It is 
also an extension of what we have said about sizing 
when a new line is built. Both in that case, and in 
subsequent increases by looping or additional compression, 
the object is as nearly as possible to match market 
demand. Also the same capital cost and cost of service 
considerations have a bearing. That is to say, excess 
capacity, which affects cost of service is avoided, and 
because current revenues can be appiied to the 
cost of the capacity increases, the requirement for 
new cpaital financing can be kept to a minimum. 

Q And that applies as much 
to existing transmission systems as it does to a wholly 
new system? 

A Yes, and that is why we 1 
advocate the construction of a new line only where no 
line now exists - into the Delta from northern 
Albextauand BritisheColumbia: «Experience, .capital cost 
cost of service calculations, environment and common 
sanse all tell us that when the line is far enough 
south to connect with existing systems those systems 
shouldshave capacity)increased .in)\the,manner.described | 
as a match to market requirements. It is far from 
normal to build a wholly new line as a duplicate 
facitlity alongside an existing line which could be 
looped. 

Q I take it then that you 
agree with Mr. Horte's concern, expressed at page 5647 
that there should be connections with existing 


facilities and: | 
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| 

‘| oes. =tne=long term Use Or thos ftaciilrttes 

2 | including those of Trans@anada Pipelines going 

3 | from the Alberta/Saskatchewan border to Manitoba 
a| as compared to the possibility in the long term 

> | af those facilities becoming idle..." 

6 | AB Yes, I do agree, and I 
7| have not been able to understand why that really 

J irresistible logic doesn't extend to our own AGTL 

>| facilities within Alberta. We have forecast what spare 
10 Capacity will develop in the AGTL system in the 
11 PaLuree= wr Ate not utilized the unit cost of 
| provincial source gas being transported through the 
13) system will have to go up. 

14j | Q Now, could we have the 
on slide that shows that? Will you describe that 
16 | slide Mr. Blair? 
17 | A Yes, that slide 

18 | illustrates the forecast that the service rendered 
| by Alberta Gas Trunk in Alberta to move Alberta gas 
29} which is presently, to use the right hand scale 
| averaging an "75)about 5 1/2 billion cubic feet a ‘day 
22 | OL capacity. that that capacity will necessarily 
23] be built up in the next few years to meet the 
24 | continuing growth of Canadian markets to a level which 
25 | is hard to forecast at the moment, but for the purpose 
26 of this slide is shown as about 6 billion cubic feet 
27 | aday: Or about ‘6.4 bition cubic feet a day to read 
283i that graph a little better. But then sometime around 
29) 1980, and the range of our forecast presently is from 
30 | 


as early as '79 to maybe as late as '81, that in 
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| Spite of the attachment of additional fields in 

>| Alberta there will a net decline in total delivery | 
3 from Alberta sources so that since the pipeline | 
4) exists for ever, there will become available some | 
5 | Spare capacity in the system. These calculations are | 
6 | also of the sort which have been made in much greater | 
7) detail and more in particular can be shown on a slide 

3 | and which will be spoken to by other witnesses during 

it 

9 | our presentation. But this brings out in a general 

10. way the point that there will be existing capacity 

in Alberta. 

2 | Q Liiyou, cali see, that 
8 | there will be idle capacity in the future Mr. Blair | 
14 | why build it? 

Us | A Some such capacity 

16 | already exists has already been built, and more will 

17 | be needed to increase deliveries from Alberta to 
18 | the market served by Canadian systems in the years 

| | 

19 | before afctic gas could be delivered by any project. | 
20 | THE eCOMMiSS LONER: Excuse me | 
21 Mr. Gibbs, I'm sorry. Forgive me for stopping you. | 
ll I don't quite understand what that last question and | 
23 | answer mean. Why build what? If you can see that | 
24) Capacityowphipbe idleoin thedfuture, why build,it?, As | 
25 | PPUnderstoodseitMMrinrBlaar asrproposing.to build)this 
26 | Maple Leaf line, but did he say -- have I overlooked | 
27) something? Did Mr. Blair say he anticipated expanding | 
2g! the existing Alberta system? | 


MR. GIBBS: That was the purport 


Of the slide. If we could haveiat.back»on?...That. the 
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existing Alberta system -- that was the Alberta §as | 
Trunk Lines existing systems that was on the slide. | 

THE COMMISSIONER: Well it 
is important that I understand what you are talking 
about. I thought that that was the existing system, 
and your spare capacity resulted from a decline from 
current production in Alberta. Have I misunderstood 
this? 

A NO, periavper it), coud 
just speak to the graph again briefly I might bring 
this out better. The maximum day design capacity 
of Alberta Gas Trunk Lines systems as of some current 
moment,last month, is 5 1/2 billion cubic feetfa day 
which means we've intercepted this line here 
accurately; *T975% 

POPSxe Lali, kine OL 

als We @ewe ie 

looked at that question and answer too,/to make sure 
it was really coming through clearly. There does 
happen incidentally to be a little bit of spare 
capacity within this for purely local reasons. Some 
place we have some mainline which was built to move 
gas from sources which have already historically started) 
to decline and we have a local condition of some pipeline 
that could be put to some good use in om oving grass 
across Alberta, moving gas across Alberta, but that | 
was really only said to be complete, it is not an 
important point. We expect that there will ke a 
continuing demand for the growth of capacity through 
our systems. 


This year our construction 
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program is $100 million of service expansion, and I 
will expect that we~will have large service expansion 
requests: in these next years, also tempered by the 
recognition that the maturity of the growth of 
gas supply from Alberta is getting to a point in which 
Eth a eee how long it can continue the rate 
of past growth. 

And in reply to this 
last question to Mr. Gibbs when he is say ing 
"well, why if you can see that as early as out here, 
you are not going to need that capacity, why put it in 
at all?" And the question and anwwer that we were 
giving each other was to say that because in these 
years the growth is needed, and it will be, we think 
proper to proceed and install the additional capacity. 
All the more so if it anticipates another service of 


this sort coming down the line in the future. 
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In Chief 
y 
| Q Mr. Blair, with reference | 
2 to capital costs now, Canadian Arctic Gas have described 
3} their plan for Canadian equity participation, saying | 
4 that they believe they can raise more than 50% from | 
5 | Canadian sources and that 50% is $700 million. Mr. 


6 Blair, you have experience in pipeline financing, both 


~~] 


with equity and debt? 


(9 


A Yess 
F QO Would you comment, based 
10 | upon your knowledge and experience, on the prospect 


4 


a for raising $700 million in equity by a Canadian 
offering? 

A A hethink sthatithe gfirst 

question is whether the project is of a kind that 


aie. Canadian companies and individuals will wish to invest 


pes 


in when everything is considered. I tend to be high 


Li on the ability of Canadians to do many of the things 
18 | that we have been told in the past we just could not 
19 cut the mustard on, and I'm not enthusiastic about | 
20 | speaking negatively about the capital -- equity e leak 


21 raising capabilities of any first-rate Canadian project, 
in the past we have been led to believe that there | 
were so many things we had to leave for foreign Eos erat 
ed interests to do in our country!withially»of the ramifi- 
cations and bad effects that I believe that has had on 


Management influence in foreign decision-making in 


Canada. I wouldn't be at all shy about supporting a 





proposal that Canadians raise several hundreds of 
millions of dollars for any project that would make | 
| 


money, and was clearly manageable and would do a lot 


am. 
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for Canada. Whether or not they would everfaise $700 


2, million in the 1970's, I just do not know. Bic 7 do 

3 doubt that Canadians would subscribe to very large 

| amounts of equity for a project which may be shown 

5 | to be principally for the advantage of the United States, 
6 economy and which would involve unnecessarily heavy | 


a investma@t of capital and resources in Canada. My own 

3 | opinion is that is just what will be shown about the 
Arctic Gas project. 

10 | Q What are the Foothills 

11} capital requirements? 

ane A For the facilities neces- | 
3 Sary to enable first year delivery of 800 million 


A cubic feet a day, the capital requirements are $1,775 


PSs} mMLLiaon: Just over 1 3/4 billions in dollars. The 
Lo- financial plan put forward by our financial advisors 

ia contemplates that of that sum, $131 million will be 

18° generated by the sale of preferred shares, and $313 

19} million by the sale of common shares. The balance will | 
20 | be raised by debt, that is to say bonds, term bank 

a loans, and debentures. 

aa: Q What about the expansion : 
| Gas 
aaa | required on the Westcoast and Alberta/Trunk systems? 

23 A That will be funded by | 


each of those companies in the normal and historic man- 


<6 ner in which they have always operated. Funding for 
| 
sai expansion is almost an annual exercise by each, and 
cl expansion for the Maple Leaf project would be no dif- 


an ferent. 


baees Q On page 5611 of the 
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transcript, Mr. Horte spoke of conditional equity 
commitments of some $400 million from some of the 
Canadian sponsor companies. Can you comment on those, 
Sie ee Lavine 

A I suppose these announce- 
ments indicate the concern of Canadian gas transmission 
and distribution companies to participate in arranging 
more gas supply and to supporting the financing of a 
pipeline which can get its certificate from the National 
En ergy Board. Our own Alberta Gas Trunk Line Company 
made such an announcement a couple of years ago, and I 
think we are all pretty much in the same boat. We want | 
to get a pipeline going soon, and we want it to be under 
the control of Canadian companies. It. is our intention: 
to ensure that all of the equity in Foothills is owned 
by Canadians, both corporate and individual investors. 
We have no doubt at all about the ability to obtain 
the equity capital from Canadian corporate or individual 
investor sources. I think if anything we will have a 


lineup of people wanting to buy those shares. 


One impression I do want to 
counter is that offering 51% of the shares to Canadians 
always means much. I have two reasons to make that 
comment. One reason is that 40% or less of the shares | 
in foreign ownership may still accomplish effective 
Management control. The other and more important 
reason is that the most important time of all to 
influence and control management is in the years in 
which the project is conceived and designed and its 


policies are set. If you submit to foreign control in | 
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those years you don't help meterially by offering to 
Canadianize the project later by offering half the 


shares to investors in Canada and appointing a number 


of Canadian directors. All that would do is soak up 
available Canadian savings and management talent to 
Support a foreign conceived and led undertaking. 

Q Pumingetoe Line Slocation, 
Mr. Blair, there are differences as between Foothills 
and Canadian Arctic Gas? 

A The most obvious erence 
is that Foothills has no line and hence no location in 
“his application between Travaillant Lake and Prudhoe 
Bay. There are also location differences between the 
delta and 60th Parallel but I would prefer to leave those 
differences to be described and justified by the 
witness panel on location which will be called later. 

Q Another major difference 
between the two projects is with respect to gas service 
to northern communities. Would you now speak to that | 
subject, please? 


A On (May 27-:th <the: Standing 


Committee on National Resources and Public Works was : 
informed in an appearance which we happenad to be making 
before that committee at that time that Foothills would | 
deliver gas to a list of principal communities and | 
settlements in the Mackenzie Valley and Great Slave | 
Lake areas aS an integral part of its system under 

application. The committee was also informed that Foot 
hills would roll in the relatively high unit cost of 


{ 
| 
| 
i 
| 


servicing those communities with the overall mainline 
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charges so that the transmission charge to each commun- 
ity for residential and commercial use and for power 
generation would not be greater than the transmission 
charge made by Foothills for delivery of gas at the 
downstream end of the system just north of the Alberta 
border. We regarded these as important and very real 
commitments. They mean that natural gas can be deliv- 
ered to the communities at much less than the cost of 
fuel oil. So that there would be a real economic 
advantage to the consumers in the Northwest Territories. 
I have read that Arctic Gas management have tried to 
make this decision seem unimportant, and I wish to 
meet them head on on this issue. Foothills has taken 
two very material steps. 

The first step was to locate, 

: 

design, route survey and otherwise prepare the delivery 
laterals for installation and to include them as an 
integral part of our application for land use, and 
for a certificate of public convenience and necessity. 

The other material step has 
been to announce the particular rate policies I have | 
referred to. That deliberately put the onus on Foot- | 
hills to establish, support and@fend a rate structure | 
that would provide this particular advantage to the 
communities in the Northwest Territories. That goes, 
in my view, a long, long way further than saying 
things like, "It's up to the government to decide," 
oma Ar cti ¢ hGasaviall ado whatever ait “is: told’ to do." 

It means that Foothills is 


taking on the responsibility to see that this great 
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advantage to northerners is well-championed and that 
that advantage will be built into all the negotiations 
with other customers in system financing, legal and 
administrative implementation. Defence of this advant- 
age will therefore be the responsibility of the Foothills 
organization, not left to citizens' groups to sponsor 
while the pipeline company stands back commenting on 
complexities or raising difficulties. 

Of course, investment in 
delivery laterals by FoothilB will be expensive. 

Our estimate shows $59 million in escalated direct 
costs, or $72 million when overhead, engineering, and 
all the other factors are added. But in my view this 
could be a more justifiable investment than say the 
$150 million which Arctic Gas says, at transcript 

page 5506, L'm told, that. it will spend for extra 

line size in their supply laterals and which extra line 
size may never be used, or certainly will not be used 
for a long time. 

Q Won't the effect of 
rolling in costs mean that downstream users will be 
paying at least part of the annual costs? 

A To provide natural gas 
service to the northern communities, which contain 
some 50% in the population of the Northwest Territories, 
under the pricing structure proposed by Foothills it 
is estimated that 11 or $12 million per year will be 
added to the total annual cost of transporting gas 
through the Foothills system. The net effect of 


this is to add approximately 1 1/2 ¢ per Mcf. to the 
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cost of gas delivered at the Northwest Territories 
-Alberta border. Our studies indicate that by the 
mid-1980's by using natural gas rather than fuel oil 


the annual saving on the average would be about $500 


per northern household or more. 
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In Chief 
1| Q Can you translate those 
| last cost figures in to terms of households? 
3 | A The average household 
4 | in southern Canada consumes on the order of 200 
5 | m.c.f.'s per year so a householder in Toronto would 
I pay about three dollars more per year for a fuel 
| cost saving to a northern household of about 
7 $500 per year. 
9 | Q So it would cost a 
til southern Canadian household about 25¢ per month? 
el A MENG 
= THE COMMISSIONER: Excuse 
Bi me, you mean that Mr. Scott who has a house in 
ld Toronto would be paying 25¢ a month to enable 
5 Mr. Carter who has a house here in Yellowknife 
el to save $500 a year? Have I understood this? 
17 | A Yes. You know, that's 
ts | ituexactly,. .Thiseis a type of irate usetting )-— 
1 | Maw SCOLTL¢ Ut 1s.only a 
20 | fraction of what we pay. 
21 | THE COMMISSIONER: Carry —~ 
22 | on. ‘ | 
53 | A Te OLS eae VDG, OL rane 
ut setting for which there is established precedents 
DG | in Canada and we have just brought out this : 
26 arithmetic, to show what the real practical effects | 
27! are on the people. 
seh MR. GIBBS: 
25 | . Q So fan, Mew Blair, you 
30 | have dealt with the gas service to northern communities 
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t 
1} in terms of transportation costs. What about the 
2 | gas itself? Who will be responsible for obtaining it 
3 | fram the producers for delivery to the communities? 
4 A We see that as a 
5 | responsibility of the transmission company, that is, 
6 | to see that gas is made available. Foothills is 
7| pursuing that responsibility and as part of that 
8 effort on May 22, wrote to each of Imperial, Shell 
7 and Gulf saying that Foothills is prepared to enter 
10 | into acreements to secure a gas supply for northern 
tt 
11] communities and asking for an indication of the | 
120 terms and conditions including price at which | 
13 | each was prepared to supply gas for such purposes. 
14] The responsés have given sufficient encouragement that 
15 | we are in the process of follow up to obtain more 
16 | detail and, if possible, some firm commitments. 
17 | We are also negotiating gas purchases in that 
| 








+8 | area through a sister organization, the Gas Initiatives 
19 | Joint Venture, which has been formed recently | 
20 between Alberta and Quebec companies. 

21] Q Are there 'any other 

22 | differences between the Maple Leaf and Canadian 

23) Arctic Gas projects about which you wish to comment? 
24] A There are a large number | 
25 | of differences on a detailed level that will be 
fG dealt with by subsequent panels. The remaining 

27 one which I want to emphasize is that of Canadian 

28 | content in the actual pipe. Foothills is 

29 | satisfied that all of its 42 inch pipe which is 

30 | a size in use in many places now in Canada, can be | 
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and will be supplied by Canadian manufacturers. 

I would like to add parenthetically here too 

that a recent development has been that our own 

Alberta Gas Trunk Compnay has placed and there have 

been accepted, orders now for the purchase of pipe 

of commercial runs of this pipe of exactly the 

size, the grade, wall thickness and al the specifications 
of the Arctic pipe proposed by Foothills from both 
Stelco and ZLPSCO;, two of the large Canadian 
manufacturers of pipe for delivery this year, so 

that we'll be in the position of direct experience 

of bending, welding, field installation and even 

Beet tind use of this pipe before it would be brought 
Intoy thei north .ceditans, onevofs thes variables, that 

we propose thereby to make entirely secure. 

The erder for the morthern 
pipe as a whole, I mean the big order for Foothills 
and for the expansion of the Canadian systems would 
represent a very large volume of business indeed 
for the Canadian manufacturers and will have a 
significant impact on terms of employment, and 
multiplier effect of spending in the communities 


where they are located. 


The production, we have 
found can also be scheduled without disrupting | 
supplies of other Canadian customers, that has | 
been analysed. Alberta Gas Trunk will use some 
of the Foothills specification pipe in these years, 
as I have Sasa ttehes little more detail than 


in this ttext. 


In this and other ways 
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we are shaping up the Maple ‘Leaf project to 
fit the capacities and desirable expansions of the 
Canadian manufacturers of all goods and 
services, to provide the long production runs 
and manageable expansions that are so much needed 
in Canadian industry. 

In contrast, it appears 
COmeUS =thateATCtLe Gasels far outyon a. Limb 
in supposing the availability of a class and design 
of line pipe never used nor in general commercial 
Supply in North Americac “It”™ is reported that 
Arctic Gas has commenced discussion on pipe supplied 
from Japan and antends such discussions in 
Italy and West Germany. These reports strenethen 
our speculation that the industry beneficiaries 
of the Arctic Gas project is certified may be 
foreign and that the Canadian firms trying to 
get established and strong may be out in the cold 


once again. 


Q Do you have anything fur- 


ther to add, Mr. Blair, before the cross-examination 


commences? 

A Now 1. CO, not. 

QO Your answer was 
no? 

A No. 


MR. GIBBS: Mr. Commissioner, 
Ihave here copies of each of the first three slides 
which Mr. Blair referred to to be marked as exhibits, 


the fourf one which showed the spare capacity was 


| 
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1| made up so recently that I don't yet have copies and 

2| perhaps I could provide those at some later time. 

7 THE COMMISSIONER: Yes, 

1 certainly. 

5 | (SLIDE SHOWING EXISTING CANADIAN PIPELINE SYSTEMS 

6 MARKED EXHIBIT 218) 

7 | (SLIDE SHOWING CANDIAN ARCTIC CAS DROTECT MARKED 

g | EXHIBIT 219) 

9 | (SLIDE SHOWING FOOTHILLS PIPE LINE PROJECT MARKED 
190 | EXHIBIT 220} 
11| (SLIDE SHOWING FUTURE AVAILABLE SPARE CAPACITY 
Be | IN THE AGTL SYSTEM MARKED EXHIBIT 221) 
3 MR. GIBBS: Then sir, 

14 | Mr. Blair is availabe for cross-examination. 

LS | THE COMMISSIONER: Well, 
an I think that we should adjourn until tomorrow 
LT i and meet at nine tomorrow as we used to do and 
13 | I think what we will do for the remainder of the 
19 | week, that is, Tuesday, Wednesday, Thursday and 
20 | Friday is to meet at nine each morning and sit 
21 in the morning and again in the afternoon and 

i} 

22 | the Inquiry is scheduled to hold hearings in Trout 
23 Lake on Saturday and Nahanni Butte on Sunday, so 
24 the formal hearings would I think occupy us until 
25 Friday afternoon at any rate, and as we approach 
26 Friday Meee Oui ces. and witnesses and others 
27 | want to make plans for reservations on Friday 
29) afternoon or Friday evening, they might speak to 
29 | Mr. Scott and perhaps he can work out a plan agreeable 
30! to all concerned and then next Monday we would I 
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In CHief 
| think likely return at one o'clock in the afternoon 
| 
5 | to start again. 
| So we will adjourn then. 


| (PROCEEDINGS ADJOURNED TO AUGUST 19, 1975.) 
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Yellowknife, N.W.T., 
ANGUS t419 4.1975. 
(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 

MR. SCOTT: Mr. Commissioner, 
I think we are ready to proceed. i may say I have spoken 
to Mr. Gibbs. As all participants know, he has been 
compelled to proceed with his evidence in chief on 
rather short notice, and as a result there has been a 
tolerance of kis, I was going to say abuse -- that 
isn*t*thetword? -Sainability: tosacomplyjwith,the 
advance summaries. He indicated, however, that he 
will try and let us know today at least the subject 
matter of the succeeding panels and the order in which 
he anticipates they will be called, so they can be 
assured the personnel for the appropriate panel are 


available and on deck, by the end of the day perhaps. 


(PROCEEDINGS ADJOURNED DUE TO TECHNICAL 
DIFFICUL TIES) 


(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 
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a SéR. Blarr 
ALLWEST REPORTING L-TO. . 
BURNABY 2, B.C. Cross-Exam by Goldie 
| 
1 CROSS-EXAMINATION BY MR. GOLDIE: 
| 
2 | Q Mr. Commissioner, I 
Be find it more convenient to speak when I am discussing 
4 | Mr. Blair's evidence with him Soathat Lam mou 
5 | standing in my friend's way I wonder if it would 
i 





6 | be all right if I sit over at the back there. 
ip Mr. blais, 1. propose 

| 
3 | discussing with you only so much of your evidence 
a | that appears to be relevant here and I realize that 
10) that is not an easy line to define and I will have 
11 to ask you to bear with me if I appear to be getting 


L? into areas which you think should be reservec 


43 for other places. 


nen 


THE COMMISSIONER: Excuse 
24 me,~My. Goldie, so*that there is no further difficulty, 
if we want to make sure the court reporters get this 
down which means you have to be within haitins 
is! distance of the microphone. 
is Carry on then, don't let me bother you. 


20 | MR. GOLDIE: Hailing or 


2} raining. 

ae 
5 aaa QO Now, do you have your,” 
en i 5 ‘a : ens 
oo) evidence An “rronttor you, Mr.” Blair? — 
a4 A Yes. 
2 Q On page 5, paragraph 


one, and these are just some minor matters that I 
27; ask you to help me with, you say in the last two 
28 || sentences, and I quote: 

29 | "So we asked if we could participate 


30! in the Northwest Project Study Group 
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Cross-Exam by Goldie 


organization" 
"We" there refers to whom, please? 
A The Alberta Gas Trunk 
Line Company as an organization. 
Q Westcoast was not a part 


of the group at that point? 


A No. 

Q It was part of a rival 
group, was it? 

A Yes, miatnink that’s 
rigne, 2 think that in) 1970 -- Ivam not. sure, -- 


I am not sure when the Mountain Pacific group 
was organized. I believe it did exist in 1970. 

Q In any event Westcoast 
at one time was a part of the Mountain Pacific group 
whiehthad=for’ its aim, what? 

A Well, I hesitate, because 
not having been a party, I had only a superficial 
knowledge of their activities, but as well as I can 
remember, they were studying and proposing a pipeline 
system to bring gas from Alaska, from Prudhoe Bay 
source, down a route similar to the present route 
of the Alyeska pipeline that's actually being used 
by the Alyeska oil pipeline to a point about 
Fairbanks, delivering gas in Fairbanks and then 
striking southeastward approximately along the line 
of the Alaskan Highway past Whitehorse and down 
to a point I believe west of Fort St. John and then 
continuing down interior valleys of British 


Columbia to the international boundary in the vicinity af 
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BURNABY 2, B.C. 


Cross-Exam by Goldie 


| Kimberley I believe. There were different routes 
| described at the time, this is quite a few years 
| ago: -- 

Q I am not too interested 
in the routes, thank you. I just wanted to know 
what its purpose was and I think you have 
described that. 

Now, that is the group 
that is mentioned at the bottom of page 10 of your 
evidence? The last paragraph? 

A Mec pei S 

Q And that group consisted 
of Wastcoast, El Paso and Pacific Light, is that 
correct? 

A No. Again, as well as 
I can remember it consisted of Westcoast, Bechtel 


Coperation, Southern California Edison, and Pacific 


3 | Lighting, also Pacific Lighting left that group 


subsequently and joined the Gas Arctic System Study 
Group: in 1971, I believe. 
Q And joined the 
| Arctic Gas Study Group on merger and is there 
i stildjeis thatecormrect? 
A Yes. 
| Q All right, now 
| you mentioned -- 
| A Lamnot sure if I 
gave you the complete list. You asked me about 


Pacific Lighting before I was finished. 


; Q le8oe;, saan. Carry on: 
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BURNABY 2, B.C. SoRise Besar 
Cross-Exam by Goldie 








| A It seems to me there 
2| was a fifth company. I can't at the moment remember 
3 | thatexactly. I just mean that I am not sure that 
i 
4 | I have been complete in listing those four companies 
5 to you. 
6 | Q Going back to the 
7 | sentence I directed to your attention on page 
8 | five, where you said and I quoted: "So we asked if 
9 we could participate in the Northwest Project 
10 | Study Group." Who did you ask, please? 
11) A The main request occurred 
12 | at a meeting in Chicago in which representatives 
em of each of the six members of the Northwest Project 
14 | Group met with representatives of our company and 
PS one or two of the -- and at least one or two, 
16 | perhaps two or three of the companies that were 
17 4 joining -- were in the process of joining us in the 
13! Gas Arctic Systems Group. That meeting with the 
12 | official or declared request to participate in my mind 
20 | was the main one. There were a number of other 
21] discussions before that in which my, at least as 
a far as Alberta Gas Trunk's history of requesting 
23 | to enter, I remember that occurred mainly through 
24) my approaches to Vernon Horte of TransCanada Pipelines. 
25 | ra) Ag) SyigGht jbutstas you 
26 | put it, the main request was made after 
27 | same of the companies that had become associated 
28) with you in the Gas Arctic Systems Project had 
29 | joined that project, is that correct? 


| 
30 | A NG; *D “didn't say “that. 
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BURNABY 2, B.C. Cross-Exam by Goldie 








At that stage, as I remember the three Alaskan producina 
companies were in the process of joining the Northwest 
Project Study Group and firming up its membership 

of six companies and I bdieve that our group was 

still just getting together informally perhaps on 

the basis of some memoranda, but not with a study 

group agreement at that stage, we were still 

in the informative period. 

Q Now, the point being 
that "our group’was AGTL and CNR or or AGTL and 
CNR plus one or two others or what? Whether it 
was informally brought together or not, what do you 


mean by “our group?” 
A Well, it was obviously 


the companies which became the Gas Arctic Systems 


' Study Group which were AGTL, CN, Northern Natural, 


COlumbia Gas, Texas Eastern Transmission Company, 
and Padfic Lighting, I am fairly sure, would not have 
been represented at that stage because they 

were the last company to joint the group, and also 
it is of interest to know the particulars, I am 
not. certain thatthe CN, 1, just don't 

remember whether or not the CN would have attended 
those discussions as a participant because the 
relationship between Alberta Gas Trunk Line and the 
CN was one rathex separate from the relationship 
with the U.S. utility companies and we would often 
meet separately, so they weren't necessarily 
represented in all the same meetings. 


Q Well, I don't want 
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ALLWEST REPORTING LTD. o.k. blair 
ae ee Cross-Exam by Goldie 
1| to distract you, but I am directing your attention 


fo 











to the time that this request was made and we are 
endeavoring to bring this down to as much certainty 
as we can, given the fact that it occurred some years 
ago. 

Now, perhaps I can get at it 
this way, was this request made 
before or after the Gas Arctic Systems Group 
was founded? 

A Ohi, definitely. Our 
request to join the Northwest Project Group 
were definitely before the Arctic Gas Group was founded 
because -- the Gas Arctic Systems Study Group 
was founded -- because we only went into that 
study group as I have said here, learning -- as I 
have said in the direct testimony -- that we could 
not get into the Northwest Project Group. So 
certainly the sequence of interviews expressing 
Alberta Gas Trunk's interest in participation 
of the Northwest Project Study Group, I am positive 
occurred clearly before the formation of the 
Gas Arctic Systems Study Group. 

Q So; thatidiny Chicago, where, 
as you put it, this main request was made, you were 
accompanied by people who subsequently became members 
of the Gas Arctic Group, can we put itthat way? 

A Yes. 

Q And cthe;, 2f 2 may put 
it this way, the point of view that was expressed 


which was interpreted on the part of you and your 


a i 





nae s<a- 
> 
nolsnetis swoy rasiatiiches has =r tod Ww 


— 
on 































815 sw bas ebam saw Fasupss atid 2 jad? « 

, — 
Yiatstres dovm es oF nwob erat pabad ot 
atsey smoe bei1v900 Bh dah? goat atit ead 


— . 
4 ORS 
3i 2h ves feo It egetiaeq , wou weeee or 
x 
jeSupex alts sew yaw eirt 
Ce 
* Worx) emetjeye sitowk aed eid costs go saI0tsd 
: as 
Thebavet asw 
wald (Wa Sein : , Ao ~a 2 (a 
ie 
oero1t seewisrot e823 alot o3 Jeeupst - 
7 
neiivot aew qrorD asd oitot4 ett oxoted ylesrnigsb’ ae ; 
a 


ameteve DIs0TA gad edd —- eaveosd. J : 
7 + ori Jasw y(n ow Sausoed == Bebavot esw 493 
i 26 ~- pninssel ,sted bise eve 1’ se quozp ybuse Wis 

bid | ted -=- yorwomivees toextbh ede nl Blea owiit © 

WOLD tosfoxti teewisz10" edd otal sep Joa _ 

on 214kS Sweivissat 16 soneupes eit ¢inkes1eo 7 
itaqiolizsq ni J@6<aenkt e*aowiT esd easirediAé } 

as 

evitia: mo . ,cyows yhete toerord sages 10% end 20. a | 
14 20 nortemzot, sie egoted ernest: be f5990° | 


Yanda emoeteye —- 4 


,2979R) m@ps 02H we Jéts2 oa ‘) ( <bele 
< 
, 7 7 
otew Hoy ,Sbsm 25w deevpst ism eldd phi Sea ue 
= 
* ; arsdien Stisjssgda visi ISH CSauid aie — ya Br 


a 


Sysw Jedi tug ew Aes qwoxD absous Be 
sBsy 4 
sug yen T 2t yond baa 









boneoigxs aswodteds) 





ahay bas voy © 


mer - : 


U 






7954 


ALLWEST REPORTING LTD. 
BURNABY 2, B.C. Si Rie ballad 








Cross-Exam by Goldie 


colleagues as a refusal to join in the studies, was 
one that was directed to you and the other companies 
thatWwere informally grouped with you at that time. 

A I am not quite sure if 
I have got whatever tense they are working on here 
I am not quite sure of your timing- 

Q We are at the meeting 
in Chicago, are we agreed on that? 

A Yes. 

Q And the meeting 
in’ Chicago. preceded the formation, in a 
formal way, the Gas Arctic Systems Project, are 
we agreed on that? 

A No, I want to go back 
to the meeting in Chicago here, because you are 
asking me about things many years ago and I hadn't 
particularly researched those meetings 

First, I think that the 
meeting.that I first referred to, I think I was 
mistaken, I think it was in Cleveland. I think 
that we were in ~- we had gone to a meeting that 
was based in the offices of the Standard Oil of 
Ohio -- Sohio, and that the other members were 
convened there. We were told that was the place 
we might see them, that was the place that we 
applicants for admission might see the members 
because they were convened there in the offices 
of Sohio. There were meetings in Chicago in the 
same months and I think though, that one 


was in Cleveland. 
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Q Aiteragnt; 1 .dacesn: & 
really matter whether it is Cleveland or Chicago. 
What I am endeavoring to elicit from you is an 
explanation of the statement that you made in your 
evidence and I again quote: "So we asked if we 
could participate in the Northwest Project Study Group 
organization." Now, you have identified the 
place of the main request as now being Cleveland and 
as I say, that's not material, and you have identified 
the request as coming, if I understood you correctly 
and you correct me if I am wrong, as coming from 
AGTL and informally grouped with AGTL in this 
request was some other companies. 

A Yes, that's as well 
as I remember it. When you asked me about when, 
to whom we put in this request, I was trying to 
focus on one particular moment in a whole lot 
of discussions and choose it as the right way 
to answer you, but I think that it would be well 
to bring out that as well as medtings of that kind, 

I mean of the kind where several of we companies 
who were not getting into the Northwest Project 


Group and later subsequently decided to form our 


own study group so that we would have a seat at the 


table, in addition to that there were representations 
from Alberta Gas Trunk Line Company to TransCanada 
Pipeline Company saying that we would like to work 

in this too, because as I said right beginning in 
December 1969 we thought this was going to be 


a big and important, something of this kind was going 










on ~ 

thefé .A+ 

0 yd msxd-acot~ 
een 

. . ; - Oo 

ytriptst LTA Qo: : 9 ia > —_ 


bantewelD ai Pt ferre 




























= ¢ oD 3x 


. rn> z0 
2 ei voy moxk  Jhoste OF eatxovesbae m “de 
10 : ugy Jed foemetste et Zo “nokssaniexs 
7s 4f betes sw o2” +es0lip aibys Tt bas sonebive: 
| : 1 seowitxew ons a stsqiois1aq (bteck. 
aif L+nebi evel voy wow sg notsssinspto — 
, a7 ae -o4 wor #6 2eeupet tiem stit to eoslg ” \2 
| 
. rf fetxeatam tom 8 ‘godt ,ysa IT es qe 
sbtt sk ,ptimoy 85 Jsqupst eit i i" 
aoww ma t 2k sm Joeste> uoY ns , 


% 
beqvoTte yiisorrotal bas vem i. = 


inh seito emoe enw seoupox 


 nedw sue Kelas ov nernv 4} socdmenst tes 
yud sow 2 «7eorCpe- eisdy ak tug 94 moti ot a 
74 
eioiw 6 ai Inemon t6Ldois2ag fo no Bv20% “ 
, “4 7 
| as 3i oeoods bas anotesuoath + be st 
Antiia T. aud , voy xowene of 
istld To cipem 26 Liew BS sed suo paisd n 
ai 
Caged +5 [otevee St8iw bait en? to cane im: 


ewissow ant sink parssee son * aos 


a =o? ot bebsioe -foneuperdua uots{- 7 “Bes 


; 1c jn02 6 STR ae ow soars on “quot i ‘ 

; enol TL syow susitd ted? 02 nos Ebbe ak 
bhensDenerT a yaaqnoo aiid AT aso adaodl 9 
stow of sti biucw av oan? pakyes ¥ asi i i [aq 


pnianieed anaes biew Pe ow 


= oh ”" 
os on +08 gs uae 7 ia D pond . 
> in: sem al 


oY 


v ou 


ts 4 ; . vo 


a 





Vs 


4 


2 *~ z a 
Ph eee ‘ A obits nie 
: - 


* 
a ee 





LI56 


ALLWEST REPORTING L.TDO. 


BURNABY 2, B.C. SzkR. Blair 


fo 











Cross-Exam by Goldie 


to eoetrs it was going to be big and important 
and we wanted to be a part of it. 

Q Well, you have told 
me about your discussion with Mr. Horte, or discussions 
with Mr. Horte of TransCanada Pipelines, but I think 
you have identified this meeting in Cleveland as 
being the place of the main request and we have 
it from you that you were there with some other 
people and I put it to you that the -- when your request 
was declined it was addressed to the group of you, 
AGTL, Pacific Lighting and whatever others became 
subsequently Gas Arctic Systems Project. Isn't 
Riat rignc: 

A Well, yes, I think that's 
what we are saying. 

Q Ali Seiichi nes 
Now these meetings took place prior to June of 1970? 

As best as you can now place it? 

A I think you are 
pretty close one way or the other with June and so 
I don't -- I haven't looked up which month. 

Q Well, I pick that date 
because wasn't June the 29th the date of the formal 
association of the companies that were known as 
the Gas Arctic Systems Project? 

A it don't know. 

I don't know exactly. We 
have all this on records, I just haven't got all 


the records up here. 


Q Yes, well, I am just 
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| 
| trying to elicit orclarify your evidence in chief. 
2 Now, on page niné following the last recital 
3} of the agreement with the C.N.R., you say"in 1970 
1 we also recruited into the Gas Arctic Systems Study 
a Group four of the larger U.S. gas transmission/ 
6 | distribution companies." And those were the four 
7 i companies that were, as it were, associated 
| 
| 
Bi with you in this request that was made earlier, 
91 the existing study group. 
10 
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1} A No, when I answered you 
at on that a few minutes ago I said Pacific Lighting would 
3 | not have been represented at that time because they 
4| came in later. 
5 | Q Arr vignt, thank you. 
é | A So JI think if you read 
7 that sentence, I'd have to say we were sort of beginning 
z POmEeCLUlte aC1 LG Wigneing in tov, Due lechink they 
> didn't actually join until about sometime in '71; and 
10 | each company joined at a separate time, that's the 
Ly reason - didn’t want “to confirm that June 29th, 1970 
12 | to you because I think there were actually a sequence 
13 | of additional members, each with a date of entry. 
| 
oA | Q Well then, the statement 
15 | in your evidence which reads, and I quote: 
16) "In 1970 we also recruited," 
17 | you think might include 1971 so far as it relates to 
18 | Pacific Lighting. Is that your recollection now? 
19 A No, it depends which way 
20 | you read the word "recruit". If you take from that | 
21) the final moment of executing a document, it would fie: 
22| fo wncluce= 7h, put.) don, c think, 2 has “to be “taken ! 
23 | that way. We were meeting these people in '70. 
24 | Q Yes. 
ee A As I remember, both of | 
26 | those groups sort of emerged over a period of some time 
27 | and they emerged from an early exchange of memoranda 
28 to more formal agreements, and then finally to the 
29 | execution of delivery of one general agreement. 


a 20 | Q Well, giving this word | 
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Cross-Exam by Goldie 


"recruiting" the gradual sense that you have described, 
would you agree with me that there evolved a full 
membership of the Gas Arctic Systems project for these 
four companies? 

A Yes. 


Q And they were present at 


and participated in the decisions of the Study Group 
which molded the design, location and timing and other 


policies adopted by the Study Group? 


A Yes. The basic answer is 
"Yes" but with this qualification, that in this Study | 
Group the decisions on the management of the Canadian | 
portion of the project were reserved for the ieadeacna 
sponsorship of the two Canadian member companies and 
the relationship with the four United States-based 
companies was as customers, not aS co-owners or co- 
managers. 

Q Nevertheless, your basic 
answer, you said a minute ago, was "Yes." They were | 
present at and participated in the decisions of the | 
Study Group which molded the design, location, timing, : 
and other policies of that group. You agree with that? | 

A Yes, I said, "Yes." 


| 
| 


Q And they were accordingly 


present at and exercised an influence at the period that 
you refer to on page 5 in the second paragraph -- I'm : 
referring to the last sentence of the second paragraph 
where you say, and I quote: 


"“Ttucan, be of little attraction to participate 


as an investor or as a connecting facility late 
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Cross-Exam by Goldie | 


in the day in some project which has been molded 
as to design, location, timing and other policies.". 
So they were present during that important period. 


A You must have said page 25, 
did you? | 

Q i+mesorrygepage 5..0f jou 
evidence, the second paragraph. 

A Oby + 2) SGe« in YeS 

Q And all of these companies 
which are listed, Columbia Gas, Northern Natural, 
Texas Eastern, and Pacific Lighting, subsequently became 
members of the Arctic Gas Study Group. | 

A Through the merger, yes. 

Q And they are still there. 

A Limenots sure, alecan't 
remember having seen any one of those four resign. 

Q You keep track of that 
sont ofething,sdon'tiyour 

A Not as closely as I might. | 
I'm surprised sometimes by hearing that someone left a 
few months ago and I didn't realize it. 

Q Now, the agreement that 
these companies entered into with A.G.T.L. and C.N.R., 
which was the agreement, as I understand your evidence, 
which governed the relationship of the Gas Arctic | 
Systems project, contemplated that such transmission 
companies -- and I'm referring to the four American 
companies -- might acquire gas in Canada for export. 
Is that correct? 


} 


A I don't remember. It may well 
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1 have done that. It would have been, I think, approp- 

2 | Yiate at the time, if it had... If,you've examined it 

} and found that clause, I just don't have it here with 
| me. 

5 Q Well, don't take my word 

6 | for it, look at page 10 of your evidence. At the top 

7] of the page, which is a quotation from the Gas Arctic 

2 System Study Group agreement, which begins on page 9, 

9] contains these words, and I quote: 

10) NGas Arctic. will," 

11) "Gas Trunk,” 

12] I beg your pardon, 

13 | "will, however, if any project is consummated, | 
14 use its best efforts, if Study Group so elects, 

eo} to arrange to have transported to the extent 

16) legally and practically possible, gas to the 

17 | Study Group member in Canada." 

13 Now the only Study Group members who own gas in Canada 
19 | were the four U.S. transmission companies. Right? : 
20) A Noe Con tt think yee. Ess 
21] right to put it that way. I don't remember if some | 
a2 of them owned any gas in Canada, and it doesn't | 
23 | necessarily follow that the other Study Group members | 
24 | would not own gas in Canada; but I'm not -- I'm just | 
ar being precise in answering your question, I don't argue 
26 but what this, like I said in my first answer to you, | 
27 | might have well anticipated that they might buy some 

28 | gas in Canada. In that period it was expected that 


al that's what would happen, and we knew that they were 


| 
at least negotiating for gas in the Arctic Islands. | 
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ALLWEST REPORTING L-TD. 
BURNABY 2, B.C. S.R. Blair 








Cross-Exam by Goldie | 


Q At that time -- 

THE COMMISSIONER: Excuse me, 
Mr. Goldie. Do you mind repeating that? It was 
anticipated then that members of your group might buy 
Canadian gas for delivery to U.S. customers, is that 
what we're talking about? ! 

A Yes. 

MR. GOLDIE: Not only in Alaska | 
butciniGanada; totthe extent that such gas were surplus |) 
to Canada's needs. | 

A Yess 


Q Now, at that time there 


was very little gas in the delta, am I right in that? 


A Yes, 
Q So that the main source 
of gas for this -- that this Study Group was looking 


at was Alaska gas and any additional sources that might 
be found tac conventional areas of Canada, that is 
to say the Western Canada Sedimentary Basin in Alberta, | 
in Northern British Colum bia,the southern Northwest 
Territories. 
A Would you mind repeating 
that? I got a little confused with what you were asking. 
Q Well, perhaps if I go 
back a further step, and I think you agreed with me 
that at that time there was little, if any, delta | 
gas discovered. 
A Yes. 


Q So that the main source 
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BURNABY 2, 8.C. : S.R. Blair 


Cross-Exam by Goldie 


A Ves Sil. | 


Q -- this group was Oe 
at was Alaskan -- 

A Yes. 

Q ~~ and gas in the Welter | 


Sedimentary Basin, the conventional producing areas in 
Canada. 

A Yes, there was a time 
also when recognition of the very considerable potential 
for future reserve development in the Western Canadian 
Arctic as well as on the United setae Side in the 
Beaufort Basin, but in terms of presently identified 
reserves, I agree that sources are those which you 
have described. 

Q And apart from these 
prospects in Canada's western frontier regions, the 
reserved in the frontier were in Alaska. I'll rephrase 
my question because I think it's simply another way of 
getting at the point that you mentioned a minute ago, | 
that the only frontier reserves were in Alaska at that : 
time. | 
A The only substantial eee 
tier proven reserves were in Alaska. There were some | 
gas discoveries in Western Canada, and I assume we are 
talking only here about the Mackenzie Valley-Beaufort 
Basin as a basic supply area. Some of your questions, 
if I was being literal in answering them, I'd have to 
cover the Arctic Islands too, but I suppose you're not 
particularly referring to them. 
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ALLWEST REPORTING L-TO. 
BURNABY 2, B.C. 











Soke Blair 

Cross-Exam by Goldie 
minds, from now on we'll put the Arctic Islands to one 
side, the discoveries in the Beaufort Basin, were 
there discoveries of gas at that time, to your recollec- 
tron? 

THE COMMISSIONER: Excuse me, 
just to ease my mind and make sure we all understand 
each other, Beaufort Basin, do you mean that incluces 
the Mackenzie Delta? 

MR. GOLDIE: Yes, I appreciate 
your concern, Mr. Commissioner. Thais avterm, tit 
I understand it, which has come into more recent use, 
covering not only the Mackenzie Delta but the shallow 


offshore prospects of the Beaufort Sea. 


Q Is that your understanding, 
Mr. Blair? 

A Yes: 

Q Well, the exploration 


activity in the Mackenzie Delta-Beaufort Basin area, 

and so far being onshore, and so far being at the time 

we're speaking of, say 1970? | 
A I'd really have to go | 

back and review the history of this. I don't remember 

right at the moment what particular events occurred in | 

WAOeand what occurred in '71. I don't think you're 

correct in the way you said it just now because in 

terms of exploration activity, seismic exploration 

activity, I'm sure that there have been considerable 

in offshore as well as on the mainland in about that 

period; but when each exploratory well was drilled, 


when they first discovered gas, I don't remember exactly. 
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SwRiy Blair | 
Cross-Exam by Goldie | 
I remember that as we used to fly up into and over that | 
area in 1970, which we did considerably, that -- and 
'71 -- that there were exploration drilling rigs at 
work and I just haven't memorized the chronological 
order of development of that area. But it certainly was) 
very young and a very new area in the early 1970's. | 
‘e) Well, the main focus of 
the Gas Arctic Systems’ promotion was on Alaska, so far 
as frontier gas was concerned. 


A Yes, it was, and at the 


beginning it was, yes. | 
| 


OQ At page 1l you note that | 
upon the merger of the two study groups-- and this is 
up in the first third of the first paragraph, you note 
that a merger occurred in June of 1972, and you note 
that as well that the original companies of each group 
and a half-dozen other companies joined at that time, 
and then about half-way down the page you say: 
"Other participants included the three main 
distribution companies in Ontario.” 
What companies are you referring to there, please? | 
A Union Gas, Consumers 


Gas, and what was then called Northern & Central Gas 


Company. 
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ALL WEST REPORTING L-TD, | 
BURNABY 2, B.C. SOR: Blair 
Cross-Exam by Goldie 
Q And Northern & Central's} 


attiliate or a subsidiary of Gaz Metropolitan, 


is the the only distribution company in Quebec? 





4} A Certainly the only one 
} 

5 | of substantial size. 

| Q And bearing the same 

7 | relationship to Northern & Central is the principal 

@ | distribution company of Manitoba, Greater Winnipeg, 

| is that correct? 

10 A You mean the relationship 
11) of a subsidiary to Northern & Central? 

12 | Q Yes. 

‘3 | A Yes, it's substantially 

14 | or wholly owned by Northern & Central. 

1s) Q Yes, and all of these 

fe | companies and all of these -- by "all of these" I mean 
A? Union Gas, Consumers Gas and Northern & Central agreed 
18 | with the Arctic Gas concept and supported the efforts 
bol to achieve that. | 
20 | A Again we're not quite : 
21 | together on tense here. Well, all three are members | 
22 | and as far as I am aware ‘are in agreement with the | 
es | Arctic Gas concept. What I mean about tense is you : 
24, are talking about the time when they joined the merged : 
25 | study Group. | 
26 | Q Ohv yes, O.K. 
27 | A Yes, that's right. : 
2g! Q And they represent the 


9 | interests of the consumers of natural gas in Manitoba, 


30 | Ontario and Quebec. 
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S.Re Btaaie 
Cross-Exam by Goldie 








| A It would depend on who 
2 is interpreting the interests of consumers of natural 
| gas. There's certainly the distribution companies es 
“| Supply the areas, the service company I don't think I could 
>] allege that we should be thought of as representing the 
i: interests of the consumers necessarily, perfectly all 
‘ of the time. 
a Q Well, you know what I'm 
"| talking about, a distribution company undertakes to 
aa provide a service to a customer who wants gas where and > 
a when he wants it. 
ae A Right. 
13 | 
f Q And such companies are 
i. interested in seeing that the costs of transportation be 
yt kept down. 
a A Of transportation by 
| 
“| other companies be kept down, certainly. 
=i Q Yes, I mean in your 
a experience you have seen interventions by distribution | 
- companies in the rate proceedings of transmission 
| companies ,haven't you? 
_ A Yes. 
ml Q And they have the same 
a interest in that regard as producers. 
a A Not. identically. .wImuthe | 
i general sense that they -- well, no, I would say they | 
a do not have exactly the same interests as producers, 
eeu 
a and -- | 
29 | 
/- Q PYnssorry?) ti didn 'tisuggest 
30 | | 


the same interests. They have the same interests in 
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ALLWEST REPORTING L-TO. 8 
BURNABY: 2. Gs C. 


S; Re. Bibadin 
Cross-Exam by Goldie 


ips) 


| 

| keeping down the costs of transporting natural gas. 

A I'd say generally so, yes.| 
| 

\ 


But "by others", the cost of transporting by others. 


pes 


Q I beg your pardon? 
! A The costs -- they have an | 
| interest in keeping down the cost of other companies 
transporting natural gas. 
Q Yes, in other words they 

| have an interest in ensuring that the gas is delivered | 
to their city gate for as low a price as possible. Is 
i! that right? 

A Generally so, yes. 
biel Q These companies that we 
| have identified, Northern & Central, Union and Consumers, 
are independent Canadian companies? 
a A Yes. 
Q and they accordingly “in 


terms of the interests they have, such interests are 


| oa 
is oe. 


—y 
83), 


absent from the Foothills group at the present time? 


A I don't think the interests 
| 
| 


tu 
| 


f -~- the way you were using the word "interests" in the 
Sal previous questions, I don't think it's absent, but they 
| are not members of Maple Leaf project at this time. 


| Q Is there anybody who is 


to 
Ww t 


a member who has the same interest in keeping the cost 
of transportation down? 

f A Well, the two sponsor 
members of Foothills have, theyare members of the 
Same industry and have a corresponding interest. Yes, 


so the answer is "Yes, very much so." | 
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ALLWEST REPORTING L-TO. 
BURNABY 2, B.C. 


5,8. Blair | 
Cross-Exam by Goldie | 














: Q You have identified those: 
- two companies as being two of the premier transmission | 
| companies in Canada? | 
4} A yes. 

4 Q I suggest to you that | 
| that is not the same thing as representing the consumer 
4 interest in transportation costs. 

i. A Well, I suggest to you | 
a that it is, in my view, the same thing. I don't see 

a any fundamental difference between the interests of ! 
4 the transmission company or the interests of the dis- | 
— tribution company in this connection. : 
a Q Really? 

is A Yes. 

i Q Now, this group -- and 

BS we'll call them the Canadian non-producer group -- 

Ty do you recognize that phrase? 

aa A Teknow res kind or | 
a an amusing phrase to me. 

a. Q Which would you prefer, 
al the Canadian distribution graup. 
| A Well, I have no preference. 
ea I know who you mean. | 
ny It was a technical label | 
| that was applied to part of the membership of the eo) 

| 

| Gas group. | 
@ Q And they consisted of | 
79 II | 
*| independent Canadian companies. : 
99 | | 
ou A No, not entirely. 

30 | 
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1 Q You tell me who is not an. 
‘| independent Canadian company in the eoncaiee noneeroduees 
3 group. The Canada Development Corporation? 
4] A Alberta Natural Gas Company 
5 is one. I'm trying to think of who they are and who | 
6 is still there. 
7 THE COMMISSIONER: Alberta Nat-_ 
ay ural Gas is one that you wouldn't call an independent | 
9 | Canadian ccuwpany. | 
| A That's correct. | 
at] Q Tiles a subsidiary .of sa 
12 Use Companys Sn bit? | 
13 A Yes, it is. 
id MR. GOLDIE: It's a transmission 
$2 | company, isn't it? 
16 A Mostly, it has one process- 
13 ing plant too, but it's mostly a transmission company. 
i 
al I'm trying to remember who is left in that group and 
ad I remember Union Gas, Consumers, Northern & Central, 
a Canada Developm ent Corporation, TransCanada Pipelines, 
21] Alberta Natural Gas Company. If that is the roster 
an now, then <-- | 
23 | Q Then. Alberta Natural Gas 
24) is the one that you'd exclude. 
23 | A Yes. | 
26 | | 
| Q Alla right. That group, 


aS a group certainly doesn't agree with the views that 
| you have expressed on page 13, paragraph 3, an d so that 
you know precisely what the reference is, you state: 


$$) "Our judgment that Arctic Gas is pursuing too 


sista .4v2 


oot paivewd ef a60 oigo7A Jedd Joempbet 10", 


.yusepuco 


> pntyxs am’ 


S| 
Ota DATOS IR 
tb RARE 


<quory 


,ono al 


(/.exeds ILizea at 


sno et eso isa 


os Lbaaeo 


b ,yvnegqmoo .¢.U 


i +’ nel 


« YMBGMOD 


‘od ,.oot jneta pas 
rodmemeax of pniyxzs m'i 


esa noiaU xs~edmemes T 


mqoleved shens > 
fsautsu stxedlA 


nedt , wor 


4en3 ono edd ef 


ftiw gence P'neaoh ylalesteo quote & 86 


piblod ya maxd-neoz8d 
as gon et ofw om Iie? vor 0 
yonuhexo-ron, nsibensy eto mt yasqmoo esibans? taebneqebal 
¢wirsxegzod. Jaamgolsyed HbeaBl sit 
rrsarn 28 Brute 62 xr9Oa Ls 
“vu 508 ete vedd onw i seias ¢ 
i 6378G14 -HAKMOLISSIMMOL ane 
4 sqebar os t ARS ye y wens 
,* a 
G ha i t 
ah 32 
“v 
) » ‘Ff ‘ i] " i 
3 
4 | ie 
Hi it 6 i Pi Sat. Ss ° 24 
Ly to707 i 7 - ‘ 
Lis “yoris tou . eroarveno 
“<t a SO8ith ,AMs ’ ror’ e 10g icy ira 
ae efit 22 2682 3 YOecao) Gap 
Le vie a8 S757 4A tint 7, 
sebutToue 5b vor 
eo A 
squetH act theta LIA Q 
it aewety , orig 
37 OF BG.» 


Hasipetag ,EL epsq no beapetgxe, sven, voy 
:ajete voy at sonsusiex sd? tenw qlesioatq wound 10Y 


_ 


aan 


Le ©) 





| 
ALLWEST REPORTING L-TD. Pada. | 
BURNABY 2, B.C. } 

















S.. Re. Blair 
Cross-Exam by Goldie | 
much the purposes of the original Northwest 
Project Study Group's desires to create an 
internationally owned and wholly new express 
line across Western Canada, and was doing so 
too much for the special purpose and under 
the influence of U.S. Companies." 
Now the Canadian non-producer group didn't agree with 
ice: OL Lor | 
A I couldn't agree with you, 
I don't know whether they agreed with that or not. | 
Q Well, you canvassed the | 
members of that group, didn't you, at the time you | 
withdrew? 
A Yes, in the sense of | 
informing them about our intentions and our reasons. 
Oh, some of them individually. We certainly told all 
of the members of the group,of the whole group in their) 
General Meeting what our reasons were for withdrawal, | 
and we discussed the matter separately with a number 
of the members, if that's what you meant by et 


yes. 


Q Yes. Well, my point 





Mr. Blair, is that those companies have remained a part | 


of the Arctic Gas project and have not joined the | 


Foothills project, have they? ; j 
A Well, obviously if what 

I just gave you was their list is correct, which then 

obviously in the face of it that is so; but that is 


not the same thing as saying they didn't -- there is 


not agreement with some of our j~adgments anongst some of 
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them. I don't know to what degree there is not such 
agreement at this stage. 


Q No, you do not know, 


although you made it a point in May of 1974 of canvass- 


ing each of these people to let them know what your 
point of view was. 

A Well, of course we were 
working together at the time and had come to explain 
why we didn'twant to work in that particular setting 
any longer. 

Q Pur icome*co *that' in ‘a 


minute then. 





n 


THE COMMISSIONER: Whatever the 


extent to which they shared your convictions, it didn't 


move them to leave the old group and join yours. 

A That is correct, yes. 

MR. GOLDIE: Q Now, the 
trunk line is primarily a gathering system within the 
Province of Alberta, for the purpose of transmitting 
gas produced in that province to points of use within 
the province and for delivery to the interprovincial 
and international pipelines. 

A Well, that's not the way 
I'd describe my own company, but what you say is part 
of what the Alberta Gas Trunk Line Company is and is, 


I think, a reasonably correct way of summarizing its 





t ) 


gas-gathering service operation. You put more emphasis. 


on mainly gathering. I'd say transmission at least 


as much as gathering. 
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7 Q Well, transmission -- | 
2 | well, first the gas has to be gathered from the | 
| 
3 | fields and you undertake that service, do you ! 
‘ not? | 
5 | A Yes, do you want me | 
6 | to tell you what we do? | 
; Q No, I'll ask the 
8. | questions. 
2 | A Well, that 's one of 
sal the things we do is gather the gas from the field. | 
11| Q Well, I should tell | 
4 you this, that I am not going to go into the | 
13} activities of Alberta Gas Trunk and the production 
ag of petrochemicals and things like that. I am 
Pi directing your attention to its gas gathering and 
16 | transmitting activities and you can be quite assured 
san that I am not attempting to downgrade the petrochemical 
18 | and allied activities or the gasline activities or 


things of that order. 





| 
20 | But in order to gather | 
| 
21 the gas from the fields you use a multitude OF 
22 | pipe sizes, well -- perhaps multitude is an exaggera- | 
23 | tion -- but you use a variety of pipe sizes. | 
23 | A Yes, we do. 
25 | Q Down to say, three 
ode | inch? | 
27 | A Yes. | 
28 | Q And then you carry that 
29 | gas from the fields in increasingly larger pipe sizes | 
30 | for delivery to points of use within Alberta, is | 
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that correct? 
A Yes,.an part: 


You don't distribute 


1D 


gas in Alberta, do you? 
A Not in any major way. 
We make some small off line deliveries of gas in 
the province, but we are not a distribution company. 
Q Well, the major 
distribution is undertaken by distribution companies. 
A Yes. 
Q But the major deliveries 


are to TransCanada PIpelines at Empress? 


A Yes’. 

Q And Alberta Natural 
Gas at coleman? 

A Yes, those are the two 


largest points of delivery. 

Q And I notice that you 
do not mention Alberta Natural Gas in your reference 
to the major transmission companies of Canada, 
was that an ommission or deliberate? 

A It was not an ommission. 
It is not a major transmission company. 

Q Althoughit is one 


of the major customers of Alberta Gas Trunk? 


A No; it is not a customer 
of Alberta Gas Trunk. 

Q I beg your pardon? 

A PxSaidrat. rs" NOL a 


customer of ALberta Gas Trunk. 
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1) Q Its parent company, 
5 | or affiliated company,Aiberta and Southern is a petones: 
| of Alberta Gas Trunk, is that right? 
4 A Vesruand Lc. 2S nom the 
parent company of ALberta Natural Gas Company. | 
«| Alberta and Southern Gas Company is a wholly owned 
| subsidiary of Pacific Gas and Electric Company of 
5 | California and Alberta Natural Gas COmpany is a 
a MaversLy controLled, == 1 think i misspoke that because 
10 | I don't think it is majority controlled now, but the | 
41 ownership direction control effectively resets with | 
me Pacific Gas Transmission Gompany which is majority | 
| owned by Pacific Gas and Electric, the same | 
a Pacific Gas and Electric Company. 
1s | Q Well, before we get 
ed back into that -- Alberta and Southern buys gas in 
| Alberta and you transport it? 
18 A Yes. ! 
19 Q And you transport it 
ba | to a point of delivery .or interconnection with | 
at Alberta Natural Gas? | 
a A Most of it. | 
a | Q Yes, and then Alberta | 
* Natural Gas carries it across the B.C./Alberta ! 
ay | border, delivers some within British “Columbia | 
7 and delivers the balance at the border. | 
27 A At the international 
sal boundary. | 
| Q At the international 


{ 
border. Yes, right. 
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| 
1} A Now, when I said most 


Of ft just “now, in case that was obscure I meant 





| 
3 that other gas that Alberta and Southern purchases 
4) and which we transport within Alberta is delivered 
i 
5 | similarly at an export point in Montana. 
6 Q Yes. 
vy That's a relatively small 
8 | amount. 
9) A Well, yes, it is 
‘od somewhere over 10%, as I recollect. | 
i1 | Q And what is the total | 
se delivery daily to Alberta Natural Gas? | 
13 | A Somewhat over 1 billion | 
i4| cubic feet a day. 
ia Q That is a major under-~ 
16 | taniic, toelr not, mo carry a bilinon cubie feet 
ie of gas a day? 
13 A Yes, it is. 
19 | Q So your exclusion of | 
20 | Aiberta - Natural Gas from your list of transmission 
21 | companies is based on what? The distance over which 
22 | Tiecrave.e: 
23 | A Well, just size -~- just | 
24] size of the operation. It's a very small pipeline | 
25 | operation relative to the three major gas transmission, - 
ee 
a | companies. 
27 | Q It carries about the same 
28) amount as Westcoast, doesn't it? 
| 
29 | A Yes, in terms of cubic 
| 


feet a day, but it carries it for a very short distance, 


it has just a couple of compressor stations 
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and 107 miles of pipe with a little bit of 


loop added to some of it. 


Q No matter in how offhand 
a way, it still carries about the same amount of gas 


as Westcoast? 

A I said yes. 

Q So the reason that you 
are excluding it from your list is because of the 
distance thatwit carries? 

A Well, yes -- the 
reason I excluded it from the list is because it 
is small and it's small becawse it doesn't go 
very far and the reason I exclude it from my list 
though is because if you asked, I think, most anyone, 
who the three big pipeline gas transmission companies 
in Canada were I doubt if anyone would include 
Alberta Natural. 

Q Well, it is big 
enough to have a very substantial Canadian ownership, 
Pes tee 

A Vorb 1t bas for 
its size a substantial Canadian ownership which 
I believe is now give or take just around the 


50% mark. I forget just exactly what they have 


done about that. 
Q And incidentally this 


pipeline carries all of Westcoast!s gas which 


is exported at Kingsgate, is that. correct? 
A Yes. 


Q Ab page nine--~ 
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THE COMMISSIONER: Just 
so I don't miss the thrust of this, is Alberta Natural 
Gas part of the Arctic GaS Group? 

MR. GOLDIE: Yes, it is, 

Mr. Commissioner. Which may acount for its unimpor- 
tance in the eyes of the witness. 

Q At page nine, Mr. Blair, 
you were asked to question -- I am sorry, it is 
page three. You were asked to identify the other 
two major pipeline systems. Perhaps our whole 
discussion got off on the wrong point about Alberta 
Natural Gas, because I see it was my learned friend 
who suggested there were three major Canadian 
gas transmission systems. 

MRe ‘GEEBSteY Io-didnvticthink 
107 miles was very important. 

MR. GOLDIE: No, I didn't 
think you would. But I am surprised that Mr. Blair 
who spent ten years working for them agreeing with 
you. 

Q Now, at page three, 
you were asked a question about TransCanada, or 
really the three systems. The question was, what 
role did the three systems play in the Maple Leaf 


Project? 


Now, that immediately succeeds 


an answer in which you identify or make reference 
to TransCanada and I don't see any reference to 
TransCanada in your answer, but I just wanted to 


explore with you something about TransCanada, it is 
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Cross-Exam by Goldie 


of course the major pipeline in Canada? 

A Yes, certainly 
the major gas transmission pipeline and I believe the 
largest pipeline of any sort. 

Q And it serves in that 
capacity Saskatchewan, Manitoba, Ontario and Quebec 
in Canada? 

A Yes’. 

Q And you would classify 
it as one of the leading members of the Arctic Gas 
Project? 

A Yes. 

Q Now, in the answer 
that you refer to you say that one of the basic 
principles of the project is that new facilities 
will be built only where none now exist or where those 
that do exist are too small to be of practical use. 
Another basic principle would be economics, that is 
to say cost Vofvservice? 

A Yes. 

Q And perhaps, although 
it may not be one of the basic principles of the 
Foothills project, but another important pragciuple 
would be the avoidance of jurisdictional disputes? 

A I am not sure if you are 
asking me a question. You want me to comment on 
whether that is a basic principle of Foothill's 
project or are you asking me if academically 


whether or not that is a good principle? 


Q You can answer it either 
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way. 

THE COMMISSIONER: Excuse 
me, Mr. Blair, I am sorry. Before you do, what 
is the question again -- forgive me, Mr. Goldie. 

MR. GOLDIE: I interpolated 
a comment and I should not have done so, Mr. 
Commissioner. My question was: I suggest a basic 
principle of any project involving the construction 
of a new pipeline is the avoidance of jurisdictional 
conflicts having authority over that pipeline. 

DOes that make 
it clear for you? 

THE COMMISSIONER: You mean 
federal and provincial authorities? 

MR. GOLDIE: Federal, pro- 
vincial, yes, things of that order. 

A I wouldn't rate 
that ids a basicuprinciple...Ludon'tethink *that<it 
is that heavy or important a matter. It is one 


of the factors that is taken into account, but no, 


I don't agree with that basic principle, the avoidance 


of fedreal, provincial disputes over jurisdiction. 
Q Lt thaflesprinciple is 


not avoided, do you not run the risk of running into 


financing problems arising out of the fragmentation of 


control over systems? 
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1| A No, I don't think so. 

2) I don't think there's any evidence or basic reason to 

3 support thatéuggestion. 

4| Q Just picking up the 

5 | reference to TransCanada again, on page 4 you refer 

6 to the Northwest Project Study Group on the first answer 

on that page, and you name TransCanada Pipeline as 

S being one of the members. It in fact was one of the | 

9 leading undertakers of that particular project, is knee 

o| correct? 

1 A Yes, in some ways I think 

a that is correct. As I remember, for instance, Trans- | 

3 Canada was nominated to have the largest single percentage 

4 participation of any of the six companies. Its parti- | 

ee | cipation was a degree greater than that of the other | 

6 five. The leadership so can be conceived in other | 

a ways, on the terms of chairmanship of committees, and 

a general leadership of the project, I didn't interpret 

5 | TransCanada as being a leading member at that stage. | 
| 

0 I interpreted the leadership as composing of the | 

L| American companies. 

2 Q You would agree with me, | 

3] I think, that the most important committee is the | 

4 | Executive Committee? | 

a A Yes, Executive or Manage- 

| ment Committee was formerly the top policy committee | 

7 of these groups. | 

2 Q And TransCanada's 

*| nominee was a co-chairman of that committee? 

o | | 





A Not as I remember. 






-o2 Anka 3'nob 7 ,on A 

ot. .nosser obesd to sonshive yas a'eteds Anidd J'nob I 

| salen tapas troqque 
ont qu preistoig sect Q . : rive. & 

wete2 uoy ! epee mo yalepe BbsnsdansiT oF sonstetet 

, owens Jexid and ao quoad ybas? tosterg teowls10M edt oF 

28 enilogi® shscsleanax? eman-woy brs ,epsq teAg no 





, es fale int Se Oe 
' > - ; . 


¥ j 


























sit Yo Sho esw toe? al SI .exseduan odd Fo @no palad 
| edt 2k \Jaetoug telioktaeg yeild Io exealsrxebay pnibssl 

: ; 
TioeTIOD 


| 
jetta L aysw smoaim , eer A 

~-anexT .spnatank tot \vedmemex. I ak -.dosaioo eb sen? 
‘eustavoxreq ofvaie taspwel sitt sved od botenimon esw Bhsnsd 


-itieq as! .estineqnos xle ote 20 vax to nokyeqiolsteq — oh 


terito cl bevieoaon od neo oa gtidatebarl’ oft ‘vk 
bas ,2set0 lmmes lo gidensmaiano Io eased sdt ao ,eyew 4 at - 
saxrqueial a’ nbab I ,sJootota offs do gitlaxrebesl Tszenep 7 
.opssea Jant t6 tedmon paibsasl « pnied ef sbeasDensiT 

oid 10 paizogmos a6 qtdearsbsel ede botexqruetal Tt 
er nso kremk 


at ge 
xsdto edd 10 S43 cent wetnotp setesb s asw noljsqto ‘ 
: 


( en Pp hee Cn “9 . sasha lh 
! 
: efit ei sosdinnon tasdxogmi teom sft tedd ,Aatdd 1 


Seedsimmod evistoex’® 
+ ~epeneM io. ovidusexd  as¥  ° & det, 98 i 
| eessimmon yoifeg qod writ y. | 





ALLWEST REPORTING L.-TD. 
BURNABY 2, B.C. 


7982 | 


SR. *B lade 
Cross-Exam by Goldie 


| 
} 
| 
| 
} 

















1 Q You don't have any recollec- 
2) tion of that? | 
3 . A I have a recollection of | 
4) it but it isn't compatible with what you're saying. I 
5 remember the chairman of the committee as you've | 
6 | described to us then was a representative of another | 
\ 

a company, one of the American distribution companies. 

8 | Q Were you not aware when | 
| you spoke to Mr. Horte that he was co-chairman of | 
ma the Executive Committee of that Study Group? | 
11| A No, at least I. don't | 
12) remember being aware. That's not my memory or recollec- 
13 tion. 
14 | Q You in your last answer, | 
15 | and elsewhere in your evidence, you appear to lay a 
16 | good deal of emphasis on the influences of U.S. companies. 
17 A Yes. | 
13 | Q I notice for instance | 
a | page 13, the last sentence in paragraph 4 -- I've 
20 | drawn this to your attention before, you conceived the | 
el view that the gas -- the Arctic Gas proposal was being 
a influenced too much for the special purposes of U.S. | 
23 | companies. | 
24 | A Ves; T did. 
25 | Q Ane that on page 27 | 
26] the last paragraph where you talk about influence and | 
27 | controlled management is the years in which the BeSiect | 
28 | is conceived, you talk about submitting to foreign | 


ey control in those years, and in the last sentence you 


say: 
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1 "All that that would do is soak up available | 


No 


Canadian savings and management talent in 
31 Support of foreign-conceived and led under- ! 
taking." 


i There are some other references like that, aren't 





Ww 





6 || there? 


~l 
a 


Yes, there are quite a 


3 | number. 

7 Q And on page 27 you suggest 
10 | that foreign ownership of 40% or less of the shares 

Lah May still accomplish effective management control. 

>| Do you see that? 

13 A Right. 

14. Q Tnatactyen ifiathere'sha 

1S: block of shares that may be accomplished by less. Am I 
16 right in that? 

17) A Right, it is; the Alberta 
18) Natural Gas Company case is a good illustration. | 
19)| Q And down to as little | 
20 | perhaps as 25% may constitute a block which provides 

21 effective management control? 


i 
22 A L.donot know bGethaths | 
H | 
| right. I don't remember seeing such a case. I guess 
ig the C.D.C.& ownership of Taxas Gulf is in the 30%, 


55 and it's been described as potentially providing 


26 | effective management control, but it seems to me that 
Ail when you get down in a company the size with a lot 
28.) of other strong shareholders, it perhaps would have 


29. the conceiving of a good-sized operation here that 





301 it's -- I'm not so sure that it's correct to suppose that 
| 
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1 effective management control would go down with those 
Z| smaller proportions. It certainly won't be anything 

3 | like as secure if it's that small. 

4 | Q Well petit sisua .ceflection 
5 | based on the distribution of the other shares, if 

6 | they are fragmented and not heldin blocks then I 

- 


suggest to you that a holding of say 25% may be 








3 sufficient to achieve what you call effective manage- 
9| ment control. 

10 | A WelL jebethiunk uit ks partly | 
11] a reflection of the distribution of the other shares 
12 | and it's partly a reflection of the objectives and 
13! the policies of the entity holding that minority posit- 
14 tion and I suppose that there could be mses in which 
ll as little as 25% could control a company, but I don't 
16 | think -- I'm not familiar with that happening. 

17 | Q Well, the same qualifica- 
18 | tion that you're stating with respect to that applies 
\ 

15} to a holding of 49%, doesn’t Gt? 
20 | A Well, by the time yau 
21) hold.49%,) you'reiso close to having .a majority control 
22 | that the qualifications apply a good deal less, and 

23 | I think 49% is predictably going to produce management 
24) control; 25%.may,or may»not. 
25 | Q But these nave to be in 
as blocks, don't they? 

yet A Well, they have to be 
28 | under the control of some entity that's going to want 


ota || to exercise it, management influence. A block either 


owned by one party or by several parties that agree 
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to act together. 

A RIOnt. 

Q Now, if TransCanada, Union 
Gas, Consumers Gas, Northern & Central, and the Canada 
Development Corporation owns say something in excess of 
35% of the outstanding shares of the company, that 
combination would make it very difficult for any other 
combination to forma Dicck sufficient to provide 
effective management control, wouldn't it? 

A Not necessarily if the 
GUnetIconbi nation nad "a block If simriar™size’- it's 
still possible that they might exercise effective con- 
Crows 

Q Do you seriously think 
in the light of all your experience that somebody could 
exercise control over a company in which those companies 
held the kind of shares that I'm talking about without 
the concurrence of those companies? 

A No; 2 coink -a5 a practical 
matter that is unlikely in companies of that size and 
strength, but again, in giving a precise answer if 
you're saying that those companies own 35, it seems | 
to me you've left room for some other company to own 
65. If that was the case, then obviously that 65% 
shareholder would bey pPetty strong position of influence. 

Q Now, if other shares 
to a total of 51% were held in Canada, I would suggest 
to you that it would be virtually an impossibility for 
effective management control to reside anywhere else 


but in Canada. 
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A With 35% or more being held by those companies, which 

21 are strong companies, Canadian companies, the balance 

3 being 50%, 512 being held in Canada, I'm suggesting 

| to youthat the possibility of a block being formed Peet 
5 | side of Ree eid exercise effective management 

6 | eontrol is a practical, impossibility. | 
7| A Well, I don't want to 


leave any impression of lack of respect for the strength © 
and independence of the good companies you've named, 
10) the Canadian companies; but I can't agree with you, I 
a simply can't agree with what you have just said is 
2) absolutely true and complete. In other words, I 
aa think that even if there were good strong Canadian 

14 companies which in the aggregate held around 35% of 


43 | the shares, and other Canadian investors which in the 


ae aggregate held around 16% of the shares, that it is 

17) possible that the share ownership could still be 

13 distributed in a way in which the effective control 

| of influence on the management of the company would be | 
20 | greatly under the influence of a foreign interest. | 
21:1 Q It would not be effective! 
| management control, would it? : 
23 | A I think it could be | 


~ pretty effective management control, yes. 
“iad Q The question I put to | - 
26 | you a few minutes ago was, with ywr experience of 
7 | those companies, assuming that 16% or more is held 
ora inNecanada, leputo it tovyou thatvit ds a practical 
impossibility. Now, do you disagree with that? 


ae A Yes, I'm denying that. 
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Cross-Exam by Goldie 


‘I think the word "a practical impossibility" is stronger. 


than the situation which you've described deserves. 








3 | 
4 | 
i} 
c | | 
3) 
i 
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ALLWEST REPORTING LTD. ¥ 
BURNABY 2, B.C. ia Re Blair 


Cross-Exam by Goldie 


1| Q It's a commercial 








- impossibility, let's put it that way. 

3 | A —-No, I don't like that 
4 either. . 

7 Q Have you ever had any 
6 


experience, given a share distribution of that kind 
od of a block achieving effective management control 

| in the face of interest of the kind I have mentioned? 
A Well, we try to keep 
el out of those kinds of experiences ditectivy., i -cantt 
mu think of an illustration now at the moment, but I 
might if I had a little time. 

13) Q Well, I will give you 
14) all the time you want. 


Now, you used a phrase 








16 "foreign conceived and led." you say that applies to the 
| Arctic Gas System? 
13 IL A Certainly to -- yes, 
il I do,to a degree, too much for us to continue oa 
20 | Q Did you conceive and 
21 lead the Gas Arctic System project? 
a A Yes, as much as anybody 
23 | could say that without being immodest, I would 
24 Say any one company could, I would say that ALberta 
25 | Gas Trunk did. 
me Q I think you were right 
27 | the first time, and the basic concept of that project 
ony was to bring gas from Alaska and Canada to 
29 markets of North America? 

i 





i A Yes ° 
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aie a ca Cross-Exam by Goldie 

: Q And its aim in that respect 

2 || was exactly the same as the aim of the Arctic Gas 

| proposal? 

4 A No. 

5 | Q In what way does it 

6| differ? 

7 A Well, quite a few of the 

3 | ways that were brought here in the direct 

9 | testimony. I mean in that very limited way you | 
10 | said the projects had that objective in common. 

11j Q That's what I am talking 
12) about. 


A Okay, but they were 
14 major differences in the project not withstanding 
BS that they had that in common. 


16 Q Well, they had the 








17 | same name and the basic difference is that you led 

18 | one and you don't lead the other, isn't that it? 

19 | A No. : 

20 | Q Pierrot, tots Loon : 

211 at"foreign led" -- that phrase "foreign leq" I assume | 

ey, refers to management? 

23] A Yes, the leadership would | 

24 | come through the management or the executive committee | 
| | 

25 | and the other key committees into the overall management 

26 | of the project. i 

27 Q Well, let's take these 

28 || things one at atime. Firstly, there is only 

29 | one committee in the Arctic Gas organization that 


et has any executive power and that is the management 
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1| committee, is that correct? 
>| The other committees are 
3| all advisory. 
4 A Well, I am sure you 
5 have been well informed on this. I would say that 
| that underpaves the real power of the other committees, 
7 but the technical sense is the objects are written | 
3 up, if it says it that way, fine. You know much 
>| more of it currently than I do. 
10 | Q Novel Just took it 
nh from your evidence in which you said that it was 
12 | good to be participating in some of the committee 
133) work, that you were familiar with the provisions 
4 of the agreement that you signed when you entered 
15 | the Arctic Gas project? 
16 A Oh, ves; it was, 
17 | we were all part of this but as I say, that was 
18 | a little while ago and I haven't particularly 
10 | refreshed myself so I will follow your definitions 
20 | about what the terms of reference to the committees 
21 | are, but what I thought you were trying to do is 
22) -- I thought your question implied that there was 
23 | only one important committee effecting executive 
24 | direction and I don't really think that is right. 
25 | I think that some of the other committees have a 
26 | good deal with molding and deciding executive 
27 | direction. 
28 | Q The other committees 


were advisory and thére was only one committee 


that had the power to take a decision and that was 


| 
\ 
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Se ee: we i 
Cross-Exam by GOldie 
the management committee, is that not correct? 

A Well, what {I meant 
tosayand, D'lL, try toisay it more.clearly, is 1 
am prepared to follow your use of terms like 
advisory and executive, but if that's what the 
agreements say, you know, you'll he more current 
than I, but what I don't agree with is that the 
other committees are advisory in the normal sense 
of only sort of raising suggestions. I think 
effectively the other committees have a great 
deal to do with what that project has become. 

THE COMMISSIONER: Well, 
you say they were advisory, but their advice was often 


acted .upongais thatuit? 


A Yespsexactiv, 
MR. GOLDIE: 
Q But their advice had 


to come befae the management committee befeovze it 
could be implemented? 

A Yes, 

Q Now, the management 
committee was organized in groups, wasn't it? 

A Yes, it was. 

Q And the -- any decision 
taken by the management committee required the 
accepance of that decision by each group, is that 
correct? 

A Yes, as I remember, 


that is a fair statement. 


Q So the Canadian non- 
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Cross-Exam by Goldie 




















1 producer group had a veto power, right? 
| A Yes, the agreement pro- 
3 | vided for a form of authorization which included 
4 the right of any one group to vote against a main 
>| action. 
6 | Q Do you quarrel with 
7, my use of the word "veto"? 
\! 
3 A IMdon ite thinksso. I 
2 | am not sure if the word appeared in any document, 
10 but-I think. it is pretty fair. 
LL THE COMMISSIONER: So that 
Lo if a majority of the Canadian non-producer 
13 | group failed to concur in a proposal, it would not 
} 
14 | go ahead. That is the point as I understand it. 
15 | MR. GOLDIE: Yes, that is 
16 your understanding, isn't it, Mr. Blair? 
itr A Yes, in formal 
18 terms of decision I agree with that, is the way 
19 | I remember it. 
sa Q And the majority of 
21 | the Canadian non-producer group consisted of the 
22 | companies that we have been talking about that 
23 | you have agreed are independent Canadian companies, 
24 | is that correct? 
25 | A Yes, they certainly 
26 | were. Of course in those years there were a number 
27 | of other independent Canadian companies that are 
28 | not in the six that we have listed and perhaps for 


completeness we ought to remember them too, because 


dl | we've named the others. 
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BURNABY 2, B.C. 
Cross-Exam by Goldie 


| 
1 Q Were any of them non- 
2 independent? 

3 | . A Well, let's see, there 
4 | was Canadian Pacific Investments. 

5 | Q Well, let's just 


° pause there. Is it foreign controlled? 


7 A Noy, sir, it isn't. 
B | Q More or less? 
9 | A It: irs) controll ediiby 


~~ 
piece 


the Canadian Pacific Railway Company. 


2 | Q Yee gowon. 


a 
) 


be A There was the Canadian 

15 National Railway Company. 

sa Q is jut iforeignycontrolled? 
ail A Of course tit ig not, it 


Le is the furthest from foreign controlled. 


| Q Except AGTL. 

18 | A No} it's further 

19) than AGTL. 

20 Q lie right; sgo*on. 
21 | A We have a half of 


2 | one percent, some outside of the country 


ownership. 
od | There waS Pembina Pipelines 
por Te which is very Canadian and very independent. I 


think that technically it is controlled by another 


ho 
~) 


company as is true in the case of Canadian Pacific 
Investments and I don't remember if there were 


ia any others, maybe that was all. 


Q Well, let's go on 
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ALLWEST REPORTING L-TO. 
BURNABY 2, B.C. Bais Bilaar 


Cross-Exam by Goldie 


1| now to the management of the company because in a 











2 | number of places you talk about management. Do you 
3 remember who the officers of the company are ? 
4 By company I mean Canadian Arctic Gas Study Limited. 
>| which was the -- owned by the study group, is that 
6 correct? 
1 A vest 
3 Q All right, well, do you 
0 remember who the chairman was during the time that 
aa you were there? 
11} A There was Bill Wilder 
L2 | and the President was Vern Horte and there were 
i3 | a number of vice presidents and a treasurer. 
14 Q Well, let's just go 
a5 | through them. Mr. WiHer, he is a Canadian? 
16 | A Yes. 
17 | Q No guestion in your 
18 | mind abaut his ability to perceive Canadian problems? 
19 | Or sis “there? 








20 A Well, I guees -- you 
21 | want me to focus on the word "ability" I guess, is 
Ze | the operative word,and since we have substantially 


3 | different views on Canadian problems I guess that 


inherently there is a question in my mind about 


25 | the ability just as I am sure there must be a 
‘| 
26 | question in his my mind about my ability to perceive 
27 Canadian problems. The answer has to be yes. 
28 | Q I don't believe 
f 
23 || Mr. Wilder has ever questioned your integrity. Are 


30 | you questinning his now? 
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Deke DLarr 
Cross-Exam by Goldie 


A Absolutely not. 

Q Hl a Bo pu No pe 

A Of course’ not. 

Q Mr. Horte is a Canadian? 

A Yes. 

Q Any question in your mind , 


about his ability to understand things from a 
Canadian point of view? 

A Well, I think if you 
press this question I need as a matter of integrity 
to give you the same answer that yes, we are obviously 
differing considerably on our understanding of 
Canadian problems. I suppose in the act of differing 
I would say that we question each others ability 
to really understand it. 

Q Are you suggesting that 
because somebody disagrees with you he is under the 
influence of some foreign nation? 

A T think’ thats an 
absurd question to relate with the answers that I 
have been giving you if you had listened to them 
carefully. 

Q So peopte may have 
differences with you and still have a point of 
view which in their opinbn is for the welfare of 
the Canadian country, is that correct? 

| A Of course. 
Q Rit right, and would 


you agree that Mr. Wilder's point of view is along 


that line? 
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Rati T Cross-Exam by GOldie 
1| A Yes. 
2 | Q And Mr. Horte's? 
31 A Yes, if they 
4! say so, sure. 
5 | Q Let's go down the list. 
| Mr. Kreaver (?) is vice president of general 
7) council, is he a Canadian? 
3 | A I don't know Mr. Kreaver. 
9) Q Mr. Harvey is vice presi- 
10 | dent of operations, is he a Canadian? 
iy A Isthnink sow. do 
12 know Mr. Harvey and I believe he is a Canadian. 
13 Q Mr, Stark, cdo «ou 
ind know him? 
L5 A I have heard of him. 
i I don't know him. 
17 | Q Mr. Stewart? Do you 
18 | know him? 
19 | A No, I @mn't know 
20 him. 
21 THE COMMISSIONER: Is this 
a the executive committee? 
23 | MR. GOLDIE: No, these are 
=| the officers of the company and I assume thatjthe 
25 | witness is referring to them when he talks about the 
| management of CAGPL. In any event let me assist 
| yOu, According to my count, the vice president of 
28 | corporate affairs is the only American that I can 
29 | find which makes the make up of the senior management 
all about 86% Canadian. 
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Cross-Exam by Goldie 


THE COMMISSIONER: Is that 
MR. Brackett? 

MR. GOLDIE: Yes, that is 
Mr. Brackett: 

A Well, you've been 
supplied with the data. I don't have it. I had 
heard that that wasn't so, but I have no data, 


I have no personnel files. 
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Boks BAALe 

Cross-Exam by Goldie 

Q I just wanted to know 
what the basis of your assertion is in which you use 
the words: 

"A foreign conceived and led undertaking." 
I think I have it now. 

A Well, Iocan get. to that 
a lot better with yau than by a reviewing the nationali- 
ties of the individual members of management. The oasis. 
of my statement is that the original Northwest project 
proposal -- 

Q Welinel on Sovry.) <1 1) 
come to this question of the original proposal. 

A Well, I'd like to answer 
your question about what the basis is of my statement. 

Q I'll give you an opportun- 
wivetoode. that. 

MR. GIBBS: You just finished 
saying yau wanted to know the basis upon which he said 
Yforeiqneded land, controlled” and’surely! §Mr. Blair is | 
now entitled to answer. 


MR. GOLDIE: I will give him an| 





opportunity to do so, but I wish to complete the line | 
of cross-examination which I presently have. You have 
my undertaking that he be allowed to do so. 

MR. GIBBS: You just finished |= - 
putting the question which Mr. Blair is trying to | 
respond to. 

THE COMMISSIONER: Well, the 
expression was "foreign conceived and led" as I recall. | 


MR. GOLDIE: Yes. 
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S.R., Blairs 

Cross-Exam by Goldie 

THE COMMISSIONER: Where does 
that appear? 

MR. GOLDIE: On page 28, Mr. 
Commissioner. 

THE COMMISSIONER: "Conceived 
and led undertaking". 

MR. GOLDIE: Yes. 


Q Now I want to put another 


series of questions before I come back to that question. 


MR. GIBBS: Well, Mr. Commis- 
sioner -- 

THE COMMISSIONER: Well, Mr. 
Goldie, I think to be fair to Mr. Blair he should be 
given an opportunity to explain the way he defines 
that phrase before you go onto another series of 
questions. 


MR. GOLDIE: All right. 


Q Would you carry on with 
your answer then, please? Or your explanation. 
A Yes. To respond exactly 


to the invitation to explain how I conceived that 
phrase, I conceived it as describing a project proposal 
which in my judgment and to my experience with it 
evolved principally to serve the objectives of foreign 
companies, and was influenced in its management and 
policies much more by foreign companies than by Canadia 
companies, and which in its nature is now a project 
proposal which is designed mainly to serve foreign 


purposes. That's what I meant by those words. 


| 
| 
a 


Q Thank you. Who presently 
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SeReaeblaLy 
Cross-Exam by Goldie 

controls Foothills? 

A Well, in terms of share 
ownership, at the moment the shares are owned 80% 
by the Alberta Gas Trunk Line Company Limited and 20% 
by Westcoast Transmission Limited. That proportion, 
though, is not truly indicative of control because we 
have undertaken -- the Alberta Gas Trunk Line has 
undertaken with Westcoast Transmission Limited that 
our voices and net in management control and influence 
will be equal, that we will appoint, as we do reson ee 
equal numbers of our representatives of our companies | 
to the Board of Directors, and that the later evolution | 
of Foothills will produce an approximate equality be- | 
tween the positions of the two companies in all respects. 
So I look at it as controlled equally by the two 
companies. 

Q And who is the largest 
shareholder of Westcoast? 

A I don't remember their 
exact distribution of shares. I believe it is Pacific 


Petroleums. 


'@) 


And who controls PaciL£éic | 
Petroleums ? | 
A Again, without Esa 
the particulars of ownership, the Phillips Petroleum ori. 
Phillips Company interests in United States have the 
largest shareholding in Pacific Petroleum, to my 
knowledge. 
Q Page 4 -- | 


A Excuse me, those two 
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Cross-Exam by Goldie 


questions were control -- was the question control 
or holding the largest number of shares? I wonder ipa 
I heard you right. 


Q I'm sorry, cid you ask 


THE COMMISSIONER: Would you 
deal with both so that there is no misunderstanding? 

MR. GOLDIE: Well, let's -- 
I'm sorry, I didn't catch your question. I'm sorry, 
I didn't catch what the question was. 


A Well then perhaps in 


i 


my answer to the Commissioner I could be sure I covered) 


both accurately. 

Q Well, both what? I'm 
SOrry. 

A Both the question of 
the proportions of shares owned and the question of 
sontrol, 

Q But the question that I 
asked you was, who is the largest shareholder of 
Westcoast? 

A T thought so,vand I 
answered that correctly. But IL think on the second 
question did you change the word to ReGntEEOL 2 “Thats 
Wheto 

Q Veo. sl ccnank:. did. 

A Well sthat's what: threw 

me off. O.K., there is a distinction. 

Q All right, well then 


perhaps you might develop that. 
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Cross-Exam by Goldie 


A Well, in the case of 
Westcoast Transmission, this isn't up to me, my knowledge 
Vveineidental, but my understanding is that there are 
a number of large shareholders. I believe I'm correct 
that Pacific Petroleums is the largest, has the largest 
number of shares in Westcoast. Otherxs include the 
Government of the Province of British Columbia 
have significant shareholdings in Westcoast. 

Q I'm"sorry, go ahead. 

A And I don't interpret 
Westcoast Transmission as controlled by anybody, as 
a matter of my operating experience with them. In the 
case of Pacific Petroleum, once again talking about 
other people's business, but to the best of my knowledge 
the Phillips Company does own a majority of the shares, 
and on that basis could be said to*control” Pacific 


Petroleums. 


Q Wer j= let's go back™to 
Westcoast for a minute. The chief executive officer | 
of Westcoast is who? | 

A I'm ashamed to be so | 





unfamiliar with my coast allies. I'm not certain at the’! 
moment. I believe it is still Kelly Gibson, but I'm 
not certain. 

Q As of January this year * 
who was the chief executive officer of both Pacific | 
Petroleums and Westcoast Transmission? 

A As of when? 

Q January this year. 


A Well, unless you're talking | 
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SR. Blave 

Cross-Exam by Goldie 
about something special by the January, the chief 
executive officer of Pacific Petroleums is Mr. 
Rasmussen. 

Q Yes, he presently is, 
and who was his predecessor? 

A His predecessor was 
Kelly Gibson, yes. 


Q And didn't Mr. Gibson 


hold both offices at that time, namely chief executive 


officer of Pacific Petroleums and chief executive 


officer of Westcoast Transmission? 


A YOO, eliect anncorrect) that 


he was then the chief executive officer of Westcoast 


Transmission, which I believe is the case. I know Mr. 


Ed Phillips is the president of Westcoast Transmission. 


Q I would think that you 
would have come to the conclusion with your dealings 
with Westcoast that Mr. Gibson was indeed the chief 
executive officer. 

A Is that a question? 

Q I'm suggesting you draw 
On your experience to confirm your recollection. But 
itis anmmaterial 1f you don't recall. Now, on page 
4, paragraph 4, you say, and I quote: 

"The agreed arrangement," 
and to refresh your recollection you were talking now 


about your memory of the Northwest project -- 


THE COMMISSIONER: Well, you're 


going onto something else? 


MR. GOLDIE: Yes, I am. 
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Cross-Exam by Goldie | 


THE COMMISSIONER: Maybe we | 
could stop for coffee? We'll stop for coffee then. 


(PROCEEDINGS ADJOURNED FOR FEW MINUTES) 
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BURNABY 2, B.C. SR. Blair 
Cross-Exam by GOldie 











1 (PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT ) 
2) MR. GIBBS: . Commission 
3] Counsel asked if I would give'™a ‘list "ofthe 
4 | panels and subject matters which Foothills proposes 
5 to Badin phase one. It is as follows: After Mr. 
6 | Blair a panel of one on the reason why the pipeline 
7 is needed. That evidence has been circulated, it is 
3 very short. 
9 Following that, a panel 
10 | on location, then one on hydraulics and connecting 
11 | facilities, then a panel on pipeiine design, a 
12 | panel on communitations, a panel on station design, 
13} a panel on materials engineering, a panel on 
14) geotechincal, a panel on construction planning, 
15) a panel on operating and maintenance, a panel on 
16 alternative systems, and if during the course of 
17 | that evidence it appears appropriate we will bein 
18 | bring Mr. Blair back again at the end of all those. 
19 | We are conscicus of the 
20} Minister's direction that what we are to highlight 
21 | are the differences, but on reviewing it seemed that 
22 | the appropriate way and the best way to put a panel 
23) on each subject matter paralleling the subject matter 
4 | panels of Canadian Arctic Gas and that is largely 
25 | the reason why we have this long list and the 
26, different subject matters. 
27 THE COMMISSIONER: Yes, 
28 | thank you, and I hope that you will bear in mind 
25 | the Minister's letter to the Inquiry dated July 4th, 





30' which was read when the Inquiry was at Fort McPherson 
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and at that time after I had the Minister's letter 

I said the Inquiry is already considering the 

social, economic and environmental impact of the 
pipeline proposed by Arctic Gas. The Minister 

has now referred the applications by Foothills 

and Alberta Gas Trunk to the Inquiry so that where 

the impact of these applications differs significantly 
from the application of Arctic Gas, the Inquiry can 
examine those areas and recommend appropriate terms 
and conditions in relation to it. 

f thinktthat the Inguiry 
should insofar as possible abide by that in the 
consideration of Foothills evidence throughout. 

MR S'GIBES#" Yes, sir. 

THE COMMISSIONER: Mr. 
GOldie? 

MR. ‘GOLDIE== Thank you, 
Mr. Commissioner. 

Q Mr. Blair, would 
you look at page four please,of your evidence. 

The second to the last paragraph beginning with 
the words "The agreed arrangement as I remember 
was that this new pipeline would be owned and 
proportioned to the percentage of participations 
of the study group members in their preliminary 
work." 

Was there not according 
to your knowledge or recollection, a provision 
providing for maximum Canadian participation 


in the Canadian corporation? 
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7 This is in the Northwest. 
5 | A As the Northwest 
3 group existed at that stage and to my knowledge 
4 of it, I simply -- I do not recollect any 
5 particular provision for maximum Canadian participation. 
6 | There may or may not have been one. I don't 
7 remember if there was one. 
3 Q What was the basis of 
9 | your statement in your evidence in chief about 
tl the agreed arrangement? Was that just something 
11} that stuck in your mind or do you have any document 
Le | that you referred to? 
Me) A It is something that 
Ls stuck in my mind. Whether or not there is a 
Lo) document also I don't know at the moment. 
16 Tewrote thrs in,-ong»the 
17 | basis of my recollection. 
13 | Q All right, you would not 
19 | be surprised to learn then that there was such 
29 | a provision? 
a A NowehNo, Tawouddn'’t | 
22 | be particularly surprised, I don't remember it, 
23 | I don't remember any emphasis on it, but I wouldn't 
25 be surprised. 
25 Q Well, you weren't a 
26 | member of that particular group, were you? | 
a7 | A No, elaiwas..not. 
KB Q No. But- there is 
25 || a provision of the same effect in the agreement 


30 | that you became a party to with respect to the 
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1 Canadian Arctic Gas Study Group? 

2 | A Well, it's different. 
3) Those provisions -- I think you have to interpret 
41 a bit in the light of who draws them up and for 

5 | what purposes, I mean, there are provisions that 


6 recognize that it would be good to have more 
Canadian ownership and they are often followed with 
S| the words, "if it is available" or’ if “Canadian 

2% investors are prepared", they can be structured in 


is) 7 away that really drives to the heart of securing 


oy 


a4 majority ownership in Canada or not, and I think 
Le the onecimithesGas Arctic Group, “you ‘see, “it ‘was 


a different provision, because it said, look, we've 


} 
an 


got the owner ship in the hands of the two Canadian 
to) companies and it's going to stay that way and there 


16 | is no undertaking that any of the U.S. partners 


1? Can get finmor sit.candll sthink that that tis a lot 

18 | different from a majority U.S. group, induding 

19 | a paragraph that says that they will seek majority 
20 | Canadian ownership. They're towards the same 


i parent objective, but different I think in their 

22 | stiffness and effect. 
| Q Well, I am now 

24) talking about the agreement which gave rise to the 


> jj study group, the merged study group. 


26 | A One 

27) Q You now know what 
23 | I am directing your attention to? 

29 | A Yes. 


30 | Q And that merged study 
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qroucv, the Gas Arctic Northwest Project Study Group, 


of course is the sponsor, if you want to put it 
that way, of Canadian Arctic Gas Study Limited. 

A Wei. 

Q Now, that agreement 
was one that Alberta Gas Trunk LIne entered into. 

A Yes. 

Q And that agreement 
provided and I quote, if 7d asksyou, to, identify, 
this is conforming to your recollection: 

"Further with respect to any corporation 
owning any part of the project situated 
in Canada: 1) Canadians shall be 
given the opportunity to acquire ownership 
in the corporation to the maximum 
extent feasible and consistent with the 
formulation of a practicable overall 
permanent financing plan for the project, 
and 2) participants which are Canadians 
will be given the prior opportunity 
to make acquisitions out of that portion 
of the ownership interest referred to in 
clause one which is offered in accordance 
with such financing plans to corporate 
purchasers." 
Now, issthaton-— you recall that clause when you 
entered into that agreement? 

A Yes, and I think its 

language illustrates very well the distinction I 


was making a few minutds ago. 
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See i bLaLy 
Cross-Exam by Goldie | 

| Q Well, did you have any 

2 | unexpressed reservations when you signed that 

| agreement? : 
4 | A We had-lots of expressed 

5 | reservations. | 
6 Q Are they contained in | 
7 the agreement? 

8 A No. | 
9 | Q Where are they contained? | 
ace A Well, they were expressed | 
au at the time. We told the other members some of the 
12) problems that we were having in the terms of merger | 
13] and I remember that, you know, the final negotiation 

14 of that clause was one of the principle ones. We | 
‘4 didn't think it went far enough. 
16 | QO Well, neverthe less, 

17" you entered into that agreement. 
eal A Yes, I said we did. | 
19 | Q Right. 
29 A It was a matter fo 
| of compromise. | 
22 Q And the same agreement | 
‘a containe a provision to the following effect, and | 
24 | I quote: | 
“aa "The parties hereto recognize that “Alberta 

26 | Gas which operates extensive gas gathering | 
27 and transmission facilities within and | 
28 | under the jurisdiction of the Province of | 

| 

aad Alberta has declared its interest in studying | 
30 | 


| eateaa | and providing laterals and other auxillary 
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S.R. Blair 


facilities and services in connection 
with the delivery of gas from or 
to the project within its service area." 
Was that an important consideration relating to your 
agreement to enter into this arrangement? 
A Well the clause that 


you recite which I remember well was, again the 


result of stiffest negotiation and I felt considerable 


compromise from us. It was nothing like as strong 
as we thought we deserved, but it was all 

we could get which I would ~-- and in that sense 
it is similar to the one that you read about 
Canadian ownership. 

Q Well, my understanding 
from your evidence is that the concept of the 
Gas Arctic Systems scheme was to transport Alaskan 
and Canadian gas to North American markets and 
that was the concept of the agreement that 
you entered into in 1972? 

A Well, the two ventures 
had what you summarized, that in common, but it is 
nofkathe concept. I mean, both of the projects 
were working obviously toward a project which would 
accomplish that very broadly described objective, 
but I am making out thatlit was not the same concept. 
There were profound differences in concepts and 
we entered into the merger in the hope of further 
compromise and assimilation of these concepts into 


a workable, eventual, middle of the road project. 
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Blair 
-Exam by Goldie 


Well, that concept of 


r 48 states, and delta 


ard in the merged group, 


Yes. 


And you actively parti- 


Yes. 
Now you say at page ll 


the last line, and 


"The project presently advanced by its two 


agencies, Canadian Arctic Gas Pipeline Limited 


peline Limited, was 
ment and prepared for 
It was approved by 


submission to 


Yes. 


And you voted in favor of} 


Technically we -- well, 


I think we did, with all kinds of reservations and 


Unexpressed? 


No, expressed, expressed 


very clearly, expressed strongly an d for the record 


BURNABY 2, 8.C. 
Satie 
Cross 
: Q 
“ moving Alaskan gas to the lowe 
3) gas in Canada was carried forw 
4 | wasn't it? 
a4 
a A 
\| 
6 |! 9 
a cipated in that? 
8 | x 
9 | Q 
10 | in paragraph 4, the fourth to 
11} ll read it: 
12 | 
13 
id) and Alaskan Arctic Gas Pi 
ol recommended by its manage 
ee regulatory applications." 
| the Management Committee for 
] 5 } . . 
4 the regulatory agencies, wasn't it? 
| 
19 | 
20 A 
21} 0 
| 
a2 that. 
23 | iN 
| 
Pgs 
25 3 ¥ ; 
25 | qualifications. 
eat A 
28 | 
29 1 . . . 
of the Management Committee and on occasions in 
| 
an writing. Very much expressed. 
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Cross-Exam by Goldie 


Q I repeat, you voted in 


favor of that for submission to the regulatory agencies, 





didn't you? | | 
A Well, you are asking the | 
questionwith such confidence that I suppose a record 
has been checked and you've found that there was a vote 
cast in favor, and if so I wouldn't dispute it. We 
voted against a lot of things; we voted in favor of 
some, and eventually we certainly concented to the 
filing of the application, and we consented to it 


| 
based on a number of conditions and qualifications that | 
| 


were described then to us. 





Q Dian=t your qualifications 
| 
and reservations come after that? | 


A No, they didn't. They 


came before it and during it. 


Q Well, let's now go to 
a decision that I suggest was one of substance in 


relation to these proceedings, or at least you have 





suggested it was one of substance, and that is with 
respect to the route. Now the route was one that was 
the subject matter of very considerable deliberations, 


ts that correct? 


Q And with particular 
reference to the route in Alberta, an ad hoc committee 
was struck, was it not? 

A Yes, I want to expand on 
this for a moment, Mr. Goldie, and say that these were 


A Yes. 
| 
-- I just want to be quite clear who between us was 
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7 taking this responsibility because these were discussions 
2 which were elaborately described as private between the 
3 | parties during all of this period, and in which as a | 
4 matter of fact we had considerable constroversy and 
— Strain about questions of privacy for one reason or 
6 | another, many of which we were particularly involved | 
5 | in as a company, but I remember that emphasis, I Perarbee 
8 the sensitivity, and now if as counsel for this group 
9 you want me to go back into these private discussions | 
10 and speak publicly on them, I have no reluctance to, | 
il | I want to be awfully clear that is what is happening, | 
12] that I am not breaking those past commitments as perueer 
13) Other members. I suppose I'm able to do this without 
me | consulting the other members. 
15 4 Q Meee Lair, am talking 
16 | about your evidence. It is you who have suggested the 
17 | management of this company has been motivated by some 
18 improper purpose, or has been guided by something which | 
19 | is not proper. | 
20 |! ia CLRBP Fs not a fair Stoces-t 
211 tion at all; Mr. Blair has not in any way implied 
2 improper purpose. He's implied different purposes. | 
23 THE COMMISSIONER: I think Mr. | 
24 | Gibbs' objection to the way your question was framed 
oan is well taken, Mr. Goldie. As I understand it, Mr. 
26 | Blair is saying that these two groups differ greatly 
27 | in what they conceive to be the Caadian interest, in 
28 | this situation. He has made it clear he doesn't 
29 | Suggest that Arctic Gas, the management of Arctic Gas 
30 | is acting in anything except with the conceived bona 
| 
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Cross-Exam by Goldie 


fide to be the best interests of the country. Si agkad 
have misunderstood, Mr. Blair, I would like to know. 
MR. GOLDIE: Q Do you agree | 
with that, Mr. Blair? | 
A i agree With it exactly. 
Q All right now, we are 
talking about your views on differences, and I think 
you have stated that your differences were because you | 
considered these to be important, and we're now talking. 
about the decisions that were taken with respect to the | 
selection of routes, including the use of existing 
facilities. Now you've given evidence on that. 


A ~es, and 1 still have. my 





answer due to you on my basic reasons, which I under- | 
Stand you deferred. 

Q I'm not talking about 
private discussions, I'm talking about the decisions 
that your company took. | 

A Welw, ‘that's 2ine. 

Q I'm not talking about 
private discussions or anything like that. 

A A little while ago you 
were taking me into a special committee on route, and 
that's where I got cautious about the interests of the | 
other companies. 


Q All right. 





A We were discussing it 
in privwte. | 
Q The existence of the 


special committee or your ad hoc committee was not a 
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St iee Blair 
Cross-Exam by Goldie 
matter of a private bargain, was it? 

A Everything was a matter | 
of private undertaking that all these proceedings aoe 
be held in private. I thad no problem with them at all. 
I'll converse about them as long as you like. I'm just 
making sure that I don't come on the record here as 
breaking old commitments for privacy. 

Q Let's see how far we can 
get along, and if you feel concerned about breaking 
a commitment, let me know. 

A Well, I'm concerned about 
breaking a commitment when you take me back into the 
particulars in committee, not through any embarrassment 
of mine, but just because that's the way it was. It 
was a private committee and private discussion which 
was greatly emphasized by the management you're 
representing now. 

MR. GIBBS: Mr. Commissioner, 
if my friend is going to lead Mr. Blair into these 
private discussions, I think he owes it to him on 
behalf of all of the members in the Study Group to 
relieve him of those confidential undertakings. 

MR. GOLDIE: Well, I -- 


THE COMMISSIONER: Well, could 





we break it down this way, Mr. Goldie? 
| 
MR. GOLDIE: There hasn't come 


anything yet which requires that. 


' 
{ 
| 
) 
| 


THE COMMISSIONER: Well, if you! 


are asking Mr. Blair for his reasons and those of his 


company for adopting a certain stance on a particular | 
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SeRee Blas 

Cross-Exam by Goldie 
matter, it seems to me that we're entitled to have 
him speak to those. PE ayou then’ .go on to say, "Well, 


did you express this point of view in committee?" the 


question of confidence might arise. Tees not. aumatter 


of evidence, it's not a matter of privilege or anything | 


of that sort, I shouldn't think, it's just a matter 
of .good manners, as far as I can see. 

M R. GOLDIE: Certainly. 
The particular point of the evidence that I have 
already directed the witness' attention to was where 


he stated that the present proposal was recommended by 


management who submitted it to the regulatory authorites 


I now have an agreement that that proposal had the 
support of Alberta Gas Trunk at that time. 

MR. GIBBS: Oh no, he does not 
have that agreement. He has Mr. Blair's agreement that 
he voted in favor of it going to the regulatory with 
reservations; and its when you start getting into the 
reservations you are getting into this question ee 
confidentiality. 

MR. GOLDIE: All right, let 
me ask you this: Was there any reservation to be 
expressed to the regulatory agency? 

Am Yes, L think so. in this 
sense that as I remember, that we had some profound 
differences on what should be applied for, and on how 
some policies of the very large group should be repre- 
sented. 


THE COMMISSIONER: Mr. Blair, 














when we speak of the application, we mean the submission 
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Cross- Exam by Goldie | 


to the National Energy Board to fortify these many | 
volumes of material. I take it that, so we don't have 
| 

to go on in this vein for very much longer, that Alberta 
Gas Trunk consentedto the application going forward and 
all of this material being filed with the Minister and : 
the Board in its present form, and that none of the 
reservations you may have had are to be found in the 
application or in this material. Is that a fair 
Staement? 

A Very nearly. What would 
be needed just to complete it is that the material that's 


| 
| 
| 
in now I'm sure is a later generation of what the 
material we were then discussing exactly. A lot of | 
the material that's in now I'm sure didn't exist at | 
all, but the basic application that is behind that | 
Material is, I understand it's changing a little now, 
but at least I know what's in those books is what we 
were discussing then, yes. 
MR. GOLDIE: Q And the 

Material -- the application was made Marth 21, 1974, 


and that was what was consented to by Alberta Gas 


Trunk. Now as you point out, since then you have 





withdrawn and since then supplementary filings have 
been made. But that qualification, do you agree 
that that filing was made in the form that it was with 


the approval of Alberta Gas Trunk? 





A Yes, I think the word 
"approval" isn't -- goes too far because we didn't like 
it and everyone knew it at the time, but it went with, 


ti) OU say sO, Our yote on accepting it, it should 










_ .. . 7 . 
eiblod yd maxd 
J 


Se 


yosm seeds tito? af Base sone atien 
evan 3' nob sw 08 ,Jent a. rt ee | 
ettedis ted ~s9pnel dum yasv x0 aisy elit i> ah i] oF 
has Brswiot paige moltsoilggs S4 od Satrsenos ), A, SAP 

bre istetmim ois Atw belts pated [sizetam aids 20 o Its 
sit to ero. 38a bee ~maot tfeaeng est nt bise8 ond 

































ets ai Boue? sf o@ etn bed sved Yom ics enoisavieast 
abet %& jodg et .fsiatetam ebdd of 20 noljsotiqgs 
Tinamse3 8 

pivow seri .yiaeen yuo A Le 
2’ sed4 Leixzetsu sid Jeds at 32 atedgmoy of daut Beboon a 


i 


» 
P | to 400 A .viseexe priaacveit melo Saew aw fsimzs7em £ 


aft aosv Yo solgetensp te2sl 6 #2 auva m* I won nt 


3% seixs +'obtb oe m'l wow mt e'geas fstresem saa 

se4% bnided 2 tatty, nolesciiqne Siege slid sud wary a 
wos afs2il 6 palpreda e'2i bastersbay © ,el Seizesen 
sw S65 at added srode ni @' tadw woual i senot 38 dud 


Sey , feta gnteawoets stew 


) sit3 BAA DQ 2810002 Ts 
| BOL . (9 dexaM obem cow motteol faqs en ath Antzozsm 
| cad stredIA yd of Bstveants aaw dedw. ei ted bas 
| aved yoy dedg somta , 700 tntog uGy 38 — gare 
| svsi agntii? gastnemealqqua med? sonst Sas oeprtbitatw 
| se1pe voy 4b  wotseodt tlavp dade ry aban need 


; Aittw vew 41 Sane aoxot sede ad eran Sh 
| ' Sawa chy 







eke ie dias 


brow eri Agia 2 g aia oe eet - 


Ld <a ae peppers 3 200) i 





ALLWEST REPORTING LTO. 8019 
BURNABY 2, B.C. 





























S.R.=BiaiPp 
Cross-Exam by Goldie 


proceed. I don't remember that vote, but if you say 


there was such a vote and we voted in favor, that's 





what would have happened because we wouldn't want to 
be the one or one of a small number that was not 
prepared to see something go ahead. 

Q And an important part 


of that application was the routing through Alberta. 





A Yes. 
Q That routing was the sub- 


ject matter of specific consideration. 


A Yes. 

Q You approved of that 
routing? 

A Yes. 
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Cross-Exam by Goldie 
1| 
Q Just one or two 

2 questions about Alberta Gas Trunk. Mr. | 

a Blair, for the cur oosee of having it before us' for | 
‘ perhaps later reference, the company has outstanding | 
>| two classes of common shares. | 
| A Yes. | 
"| Q Class A is held | 

8 by the public? | 
g | owned by | 

| i Class A ig by the | 

“Y investors. yes, individual and institutional public. | 
11} Q And'*Class' "B""is relatively 
sl few in number, and it is in the hands of whom? | 
13 | 
ga A Yes, to give you -- | 
sia explain them relatively, there are about 2,000 | 
al class B shares authorized and about 1,700, ! 
el I believe, issued presently and they are issued | 
| to producing companies, to gas shippers -- shippers | 
| of gas -- particularly TransCanada Pipelines, to 
20} utilities in Alberta and as to three of the 2,000 | 
a shares to persons, to private citizens who are 
~ nominated by the Government of Alberta and those 

| 2,000 class B shares are for the purpose of arranging 
ia part of the representation on our Board of directors. 
I They have a special right to _ representation | 
ad on our Board and again to complete the perspective on | 
27 | 


it, the real bulk of the equity, 22 million common 
shares are the number of the Class A shares. 
Q Now, I believe there 


are some am#ndments to the incorporating statute 
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which have not come fully into effect and correct 
the matter if I am wrong in that, you can assist me 
as we go along, but subject to those amendments 
Cong ndesntOntorce, theresare. presently eleven 
directors? 

A Well, the way that 

you have said it kind of tangles it up. There 

are presently eleven directors and there is an 

amendment to our act which has not yet received 
proclaimation. 

Q Which in effect would 

increase the number of directors. 

A It would increase the 

ai ze, of the, Board to fifteen directors. 

Q Aljegeiont.. well. Let's 
dealiwi th whe scatuation as it 1s at the present 
time and of the eleven directors, three are elected 

by the public, namely the Class A shareholders. 

A Well, they are elected 

by the Class A shareholders. 

Q We (ea 3) oar es, 
the -- of the remaining eight, three are elected 

by the Class B shareholders? 

oN No, six are -- well, 
yes, okay, three are elected by Class B shareholders 
and three more are those three Class B shareholders 
who have been designated by the Government of Alberta 
as private citizens to be appointed to the Board 
with the authority of the .Government. 


Q Tt. Ls 
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ORG Ser a sb if be 
Cross-Exam by Goldie 


very simple, is it not, three are elected by the 

Class A, three are elected by Class B, and ithree 
are elected by the Government of the Province 

of Alberta and two areappointed by the preceding 

none «25H. ct. chat 2 

A Yes etnat As right. 

Q So the pubiis, == and 
the Class B shares are alloted to, as you put it, 
utility companies, gas export companies, gas 
producers and the tnree directors appointed by 
the government? 

A Ves. 

Q And if I understand it 
correctly then, the public, that is to say those 
who buy Class A shares directly effect the -- 
only three directors. 

A This is the way 
that it stands at the present. 

Q Thank you. 

A As this has evolved 
from a Bituation a few years ago in which the 
CLass A shareholders elected no directors and as 
you point out there is an pee the Act by 
proclaimation which will further increase the 
representation of Class A shareholders, but at 
Pnieestace therm right as to elect three directors 
of the eleven. 

Q But not. through. a 
majority of -- the amendment which has yet to be 


proclaimed, would not provide for the public at large 
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SeRy blair 
Cross-Exam by Goldie 


to elect a majority of the Board, would it? 

A No, the amendment 
to be proclaimed will provide for the Class A 
shareholders to elect seven directors and that 
will leave eight to be appointed from among 
the Class B shareholders. 

Q Okay thank you. 

Now, the incorporating Act which is an act of the 
Province of Alberta -- 

THE COMMISSIONER: Excuse 
me, the two appointed by the other nine directors, 
that was the phrase you used, Mr. GOldie, are 
appointed only by the three Class B directors and 
the three government directors? 

A No, sir, they are 
appointed by all nine. 

THE COMMISSIONER: All nine 

A POL tiie Other 
directors and again by the terms of the Ret, one 
of those persons must be the current chief executive 
officer of the company so that apointment is pretty 
much foregone and by practice the other person, -- 
well, no, by law, they both must be members of the 
fulltime management of the company -- by law one 
must be the chief executive officer, by practice 
the other is another senior officer of the company, 
named >the chief executive. The idea is to get 
a couple of full time management people included 


within the Board of Directors for continuity. 


Q Those appointments though 
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Cross-exam by Goldie 


I believe, Mr. Blair,are made by the remainingnine. 
i think you said that. 
. A MEG; Leads 

Q Yes, thank zou. 

Now, the statute which 
governs the -- which incorporated the company, 
provides that the company shall from time to time 
fix its own tolls and rates? 

A Yes 

Q And these may be varied 
only as a result of a complaint being made to the 
Public Utilities Board Of Alberta? 

A wea. 

Q And the company may 
define and prescribe its own terms and conditions 
of service? 

A Yes. 

Q And these may be varied 
only by the Energy Resources Conservation Board 
of Alberta upon a complaint as to the reasonableness 
of thos@ terms and conditions of service? 

A Yes. 

Q And the incorporating 
Act makes no provision for the company to set 
its rates or determine its terms of service other 
than by itself subject to variation by these two 
Alberta Boards on complaint, is that right? 

A Well, I think the 
first four things you asked were pretty accurate. 


I don't know quite what <you mean by "by itself", do 
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1 you mean to say something new that -- 
2 | Q No, I am sorry, I am 
3 | just summarizing that and if I confused you, I am 
4) sorry. 
5 A Livdidnlit-icenfuse me, 1 
| just thought it was kind of a loose way of saying 
1 it because as a practical matter, the company 
3 sets its rates principally by negotiation and that's 
9 | why I don't like saying by itself that it reaches 
10 | agreement with shippers and then sets the rate 
11] which the shippers have agreed to and that is 
12/ predominantly the way that we handle our business, 
13| so I want to get away from saying by itself so it 
14 | Weoran arbitrary of unilateral action, but you 
15 | did correctly summarize in your earlier questions 
16 the content of the enabling legislation. 
17 | Q Yes, and if there is 
18 | lack of agreement on the part of the shipper, the 
19 | rate is set and then he has the recourse to the 
20 | Public Utilities Board and in respect to the com: 
21| plaint about the reasonableness of that rate, and 
22 | that has happened in the past, hasn't it? 
23 A This happened once, 
24) but normally, in this lack of agreement we keep 
25 | on negotiating and come to agreement. There has 
26 | been one case in the company's history of complaint. 
27 | Q There is the one 
28! case in which you failed to come to an agreement 
29 | and you pursued the course provided by your 
30 | statute which was to set the toll. 
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Cross-Exam by Goldie 


A $RAatei Ss wright . 

Q And ee if the 
National Energy Board sought to review the rates 
charged by Alberta Gas Trunk Line for the transportation 
of Arctic Gas, you’re enabling statute does not 
permit you to give effect to that result, does 
it? 

A Well, you are off into 
an unnecegary line of thought there, because we 
have already provided that the transmission of 
Arctic Gas will not occur under this statute or by 
that company. 

Q Where is that provided 
Por 

A Geis prov ideds in 
the filings that have been made to the National 
energy Board and to the Department, and part of 
it was filed beginning in March and was completed 
on May Ist, 1975. It is provided elaborately in 
those filings. 

THE COMMISSIONER: In any 
event,, Mr.) Goldie, isn't that a question <of law? 
-- Which we can't anticipate, can we? The National 
Energy Board presumably has jurisdiction over 
interprovincial, international pipelines. Well, 
at any rate, Mr. Blair says that there is no problem, 
do you accept that? 

Mi tCOLDIEs “No, I don't: 
But I won't pursue it. I just wanted to know where 


this problem had been resolved. 
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| Q At the bottom of page 
2 | Uimot wour vevidences--) atethe bottom of thathpage 

3 | you say"it would be better to present our views 

4| and apply our efforts through participation with 

5 | a small number of companies having consistent 

6 | purposes and through the vehicle of a federal 

7 pipeline company waving appropriate corporate 

. objects". 

9 | What is the "federal 

10) pipeline company" that you refer to there? 

11] A Well, forgive me 

120 for saying very obviously Foothills Pipe Lines 
L3 jj Limited. 

14 Q And no other? Is there 
ES | not some other connection required to bridge the 
16, gap between the Mackenzie Delta, Beaufort Basin 
17 | gas to the markets served by the company's systems? 
aa 
aot 
21 | 
| 

22 | 
| 

el 

| 

26 | 
27 
28 | 
a 

30 | 
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1) A Oh yeah, but I mean that's 


ie) 


H just what all the applications say is that Westcoast 








Systems, and thereby will connect the connection to 


3 | Transmission will tie into Foothills and that the 

H 
4] newly incorporated federal company, the Alberta Gas 
5 Trunk Line (Canada) Limited will tie into Foothils' 


h the systems which serve the markets. 








! 

8 Q Well now, Alberta Gas 

| Trunk Line (Canada) is a federal company which is a 

10 | wholly owned subsidiary of Alberta Gas Trunk is that 
lly correct? 

12} A Yes, it's a company, 

| 

13 | federally incorporated by commission of the Minister 
i of Energy, Mines & Resources, with the consent of the 
15 | Minister of the Department of Indian Affairs & Northern 
le) Development. : 
17 | Q And what is its purpose? 
18 | A Its purpose is to provide 
19 | a federal company to operate under federal control on 
20 | a federal right-of-way to own all the new facilities 
21 which we propose to have built in the Province of 
22 Alberta for the purpose of moving Arctic Gas across 

eh the province to build all those incrementally new 
24 | facilities that are required when Arctic gas starts 
25 to flow, and also to obtain from its parent,Alberta 
=" Gas Trunk Line Company, the use of facilities which the 
27 | parent has previously built for the purposes of provin- 
23! 


cial movement of gas and which are economically advan- 


23) tageous to be so obtained in the future for the 


ae movement of Arctic gas. 
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S.k. Blas 

Cross-Exam by Goldie 

Q And will the result be 
in the fullness of time a completely separate system 
owned by a company eemaeys Alberta Gas Trunk (Canada) 
Limited? 

A Yes, with this elabora- 
tion. In our filings to the National Energy Board. 

Q And here since yesterday, 
is that correct? Are you reading from a filing which 
has been exhibited here? 

A I'd have to ask Mr. 
Gibbs" intormatione I"“m* referring to the notice of 
intention to file a submission by the Alberta Gas Trunk 
Line Company. 

MR, GLBBos NO, that mas not 
been filed. 

A in Gaus Erlang genen to the 
National Energy Board we included the commitment that -- 
perhaps if I might read two particularly relevant 
paragraphs, that might be the most exact way of | 
expressing this. 

Q Yes. 

A Three paragraphs... The 
first says this: 

a NCUig Rylan 
And AGTL in this document is the name tag for the 
Alberta Gas Trunk Line Company Ltd, 
"AGTL acknowledges and accepts the jurisdiction 
and control of the National Energy Board over 
the transmission through Alberta of natural 


gas originating from sources outside the 
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42-inch pipeline with its own right-of-way 


| Province of Alberta, and in particular from 

2 | the Beaufort Basin of the Western Arctic and 

3 over the traffic tolls and tariffs relating 

4 | thereto. 

| If certificates of public convenience and 

6 | necessity are granted by the National Energy 

a Board to Foothills, and AGT Canada," 

J and AGT Canada is the name tag for the Alberta Gas 

9 | Trunk Line Canada Limited, which we have just briefly 
va before described as our new federally incorporated 
11 wholly owned subsidiary, 
12 AbercthedfiacibLities whichuirs sthessub ject 
13 | of the pending applications, AGT Canada 
14) will make application for certificates of 

| 
AS public convenience and necessity in respect 
16 | of all additional new facilitiss which will 
17 | be from time to time required for the trans- 
13 | mission through Alberta of natural gas origin- 
19 | ating from sources outside the Province of 
| Alberta and particularly from the Beaufort 
at Basin. 
22 | These: addi tionals new (facilities will be 
23 constructed and operated by AGT Canada, 
24 | subject to athe junisdicticon and com rol 
255 of the National Energy Board. To the end 
26 | that AGT Canada Ltd. will own a continuous 
27 | 
| 


from a point 6 1/2 miles within the North- 


west Territories to the Alberta boundary 


Etec od at Empress, and operate it subject to the 
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L jurisdiction and control of the National 


Energy Board. Construction of this continuous 




















3| Facrlity Wer be completed as soon as useful 

7 to provide economical services, and AGT Canada 

5 will commit that it will be completed in 

6 any event within five years of the commencement 

7 of the flow of the said gas. 

4 AGTL undertakes that during the period of 

4 buildup in volumes for AGT Canada," 

10 | that's the period up to five years, 

11| "and generally thereafter it will provide to 

12) AGT Canada the use of existing capacity in 
13 | thogee AGTL facilities, which have bean installed 
14 | to transport gas produced from Alberta source 

| 

15 | fields. Such use to capacity will be conveyed 
16 | by way of lease or transfer of the facility, or 
1? by other suitable contract, and will provide 
ad | for entire compliance with authority of the 
19 : NATional Energy Board with respect to traffic | 
29 | tolls and tariffs, and control of interprovincial | 
21 transmission." 
22 | That's the end of the quotation. | 
ae Q Well, this comes back to | 
24 | Our discussion a little earlier... Is that: the) ‘document 
25 | that you say has resolved the problems created by 
26 | the incorporating Statute? 
27 A Divs: sone’ off the: documents 
28 | 


that, as I say, there's a whole filing been made some 


a | months ago which provides various expressions of this 


eae mechanism through this business of tariffs and the 
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filing of tariffs and this whole business of putting 
in an application. It's a key document, but not by 
any means the whole story. 

Q Is there any further, 
let me put it this way, and we can leave the point. 
Is there any further document which spells out the 
obligations of Alberta Gas Trunk Line (Canada to use 
the facilities of Alberta Gas Trunk Lines in Alberta? 

MR. GIBBS: Mr. Commissioner, 
my friend knows as well as most people here involved 
in these matters that in the order preceding the | 
pre-hearing conference before the National Energy Board | 
in Ottawa in July, or one of the other documents at 
that time, we were instructed by the National Energy 
Board to provide a further document setting forth the 
mechanics and pro forma contracts and so on which would 
accomplish this . Now this is a very complex matter 
because it involves financing documents and so on. That 
is in preparation and will come into being at some time 
in the future. I believe that's the only document, 
other than the one filed and the one Mr. Blair refers 
Es 

MR. GOLDIE: Thank you. 

A Mie Gibbs 1s entirely 
correct, Dut also the question: T think, talled of fsor 
iftjcame to, the focus of obliging AGT Canada to use 
the facilities of Alberta Gas Trunk Line, which isn't 
really, I think, a good characterization of this docu- 


ment, I just wanted to bring that out. 


Q It was a very loosely 
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phrased question. 

A OF KS 

Q Nevertheless, the trans- 
mission of gases to be effective, there will have to 
be an obligation, won't there? 

A Not in the direction you 
describe. The obligation is by Alberta Gas Trunk Line 
to furnish these facilities when it has them, when it's 
economic to AGTL Canada. We haven't obliged AGTL 
Canada to selectively always use those facilities. 

I think the beauty of this arrangement is that AGTL 
Canada can each time make a decision as to whether it 

is better to put in a section of new continuous line or 
under the National Energy Board's authority to consider 
that alternative compared to leasing or acquiring 

Ene use Of a provincial facility’, “and™@at. any seime it's 
more economical or better strategy to go ahead with a 
continuous line, AGTL Canada would be completely free to 
do that. I think that way the federal interest gets | 
the best of both worlds. 

Q If AGTL Canada's under- 
taking to provide a complete system within five | 
years is to have any meaning at all, there will have | 
to be an obligation, won't there? 

A NO 227 don"t thank you 
understand. 

Q Well, you're qualifying 
that undertaking that you read to me a few minutes ago. 

A I'm not qualifying any- 


thing. I don't think you understand,the undertaking is | 
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to provide, the construction of this continuous 
facility will be completed as soon as useful to provide 
economical services and AGT Canada will commit that 
it will be completed in any event within five years of 
the commencement of the flow of the said gas. 

Q You say that will involve 
noause OfeansAGThafacility ataall? 

A No; ehadidnstysayethat 
either. 

Q AMET eghtr Excuse me, 
Mr. Commissioner. I want to be sure that I've got 
Gh sah > That undertaking then, if it is not 
qualified, is an undertaking regardless of the avail- 
ability, of .gas.. 

Ry Yesy.-pves, thats p-faix, 
as between AGTL Canada and the Government of Canada, 
that would be so. I suppose that as a practical matter 
it's unlikely that the National Energy Board woulé 
insist that AGTL complete the undertaking as a matter 
of form in the absence of sufficient gas, but this 
is the way we put it, that"we'll give you a complete 
federal pipeline in five years by construction or 
acquisition, according to the best interests of the 
federal system, furnished by AGTL Canada." 

Q And; pra.07n.t0. thiaty, ‘aon 
completion of that system there will be a use of the 
AGTL facility. 

A Yes. 

Q And the buildup of those. 


facilities between now and 1979 or 1980, whenever yau 
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= anticipate gas flowing from the Arctic, will be : 
2 without reference to the National Ene _rgy Board. 

3} ' A LE athe buildup vis 

4 accomplished entirely by the Alberta Gas Trunk Line 

5 || Company Ltd. as such, it would certainly occur without 























6 | application by the company to the National Energy , 
7| Board. The National Energy Board would keep, as always, 
ey well-informed, but it would be without application. 

9 Bubeit doesn'itdnecessarily followsit will occur like | 
10 | that. It's an interesting alternative that AGTL Canada 
11} might in those years commence the installation and | 
12 | ownership of portions of line which were in part anti- | 
13) Cipatory of moving ArcticAgas inthe: future. Wesjuse 
14 | haven't decided that yet. 

15 Q Another point on page 
16 22, the first complete unnumbered paragraph about 
Lf | 2/3 of the way down the page, you made reference to 
a this again, that you have done business et arm's 
19 | length with) U.S. Companies. Are you referring to that | 
20 | in wur capacity as AGTL or in your capacity as president 
| of Pan-Alberta? | 
22 | A Oh, I would think of it | 
| 
23] in various ways. As president of AGTL or president | 
24 | of Pan-Alberta, as a director of Alberta Gas Chemicals, | 
25 | as president of Portable Pipe Mill Company that's 3 
26 | selling structural equipment to the Alyeska project, | 
27 and generally what I wanted to bring out here was 
1 
e in case someone thought we -- that the national concerns 
29 | and sensitivities we've expressed elsewhere here are | 
30 | characterizing us as an isolationist organization that | 
: 
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1| says it's just going to go straight ahead in Canada 
2 because there's a boundary and have nothing to do 
7 with business across it, but I wanted to offset that 
4 if there was any such impression and say, "Well, O.K., 
5 | we're very apprehensive about the international compli-_ 
6 | cations in this particular big project, but we can 
\ deal with United States companies. We would like it 
8 | to be at arms' length customers rather than as co- 
| } 
9} Owners of Canadian projects," that's what I had in mind. 
Q Pan-Alberta was the 
11} last, company to apply for#exporesot natural gas. Am / 
12) be raightssin, that? | 
13 A I don't know. It did have 
14, an application to export gas from Canada which a couple 
13 of years ago it withdrew on its own initiative, and 
16 whether or not that was the latest, I don't remember. 
17 | It may have been. | 
cia Q The application was | 
iH 
meal withdrawn when? : 
20 | A Oh, a couple of years 
21] ago. I don't remember. It was more than a year ago : 
ce and less than three. It would be easy to establish on | 
23 the record, I don't remember. a 
24 Q Well, perhaps I'm sort | 
“ai of asking you to tax your memory, perhaps Mr. Gibbs 
43) could supply me with the date the application was made, 
27 | the date the application was withdrawn, and the volumes > 
28 | in question. Is that satisfactory to you? 
= MR. GIBBS: Not unless my : 
30 | friend makes it appear relevant to this Inquiry. | 
} 






























abeacd mb bestia dileiatdeop od Pator 2eutyelsh ayes: 
ob o+ prthten oved Bhs yrsbavod s e'sieds savsped 
seid +oe%2c of fedasw tT aad ,3i eeors eesmteud ntiw 
_.3.0 ,ffow" yee Bie sofedeirqmt dove yas 2sw otent 31 
~itond> IanoJ+baxsdni Sag dueds eviensdoxqas’ qrevies"ev 


fe ass ow jud jester pid seloodsxeq add ob enokiga (9 >| 
+) ext blvow sW° .sefwsgmon eetsi2 basin uiaiw Iseb a 
: -op #6 fed’ vortas atemoteus Agpmet ‘enxe ts, ed of el 
‘Beim at batt I jatw etiedd 8, eins§emy apibsnsD Jo stem © 
oid ew ostedlA~ned a od 
mi , 26> [studen to szoqxe. Lor yiaqs oF ynsgmoo test EF hoe 
a Stedt¢ nt dipix t | | SE 
"syed beb SL .wont a'nob t A : ef 
re 


sfouod 6 doidw sbsne moal esp droqxe ot noitsoliqgs ms 

ons .ovidettin’ awe est oo wexbdtiw ¢i ops azssy 20: | 
{sdmeno1 3'n9B I .Yeaget edt ssw tend, tom to tedjenw 
-agsed eved ysm 31 


aaw aottabifggs sit 0. wii 
fnew owsitbdsiw 
exsey to siqgos 5 ,H0 A rims “ea 


oph (bey 6 AeAy stom esw FT .tedmemex ts! nob I .ops 
no tebidetae ad yees sd bivow JD send? neds eeel bas. 


| ‘ .tedmaga: t'ao0b I ,hreoss sit 
| sree aT eqatixeq ,LiswW Q iy (Ge eiage® Vat 
v4 eddid 2M aqedxoq ,yzomem toy xsd OF HOY pMiatas Fo 


| A Riga ARNE CIE HES 


esmmfov sy bas .nwetbdlstiw 
ee (ovontalgen sada e 





ALLWEST REPORTING L-TD. 8037 
BURNABY 2, B.C. 


SR. Blais 
Cross-Exam by Goldie 














1 MR. GOLDIE: All right, I'll 
2| make it appear relevant. 
3y | Q Would you turn to page 
4 | 13, please? At the bottom of the page you talk about 
5 | a particular symptom of this was the statements being 
6 | made on behalf of a group by its management, alleging 
| the necessity of exporting Mackenzie Delta gas to 
: | the U.S., and alleging if necessary to piggy-back the 
>| new Canadian gas sources on movement of Alaskan gas 
* across Canada. 
ta A Ragit. 
| Q First, what are the 
al statements that you are referring to there? 
14) A Many soublic staement -- 
15 | publicly reported statements particularly of the 
16 chairman, Bill Wilder, I think, in some matters by 
Lu Vernon Horte and other members of management. 
| Q Well now, I suggest to 
19} you that at the time the applicationwas approved for 
i 
aa filing, the Study Group was being told by its manage- 
a ment it was highly unlikely that there would be any 
22 surplus gas in the Mackenzie Delta. Would you agree | 
a with that? 
i A I wouldn't disagree with 
a5) it. I don't remember that particularly. I know that 
ad has been a more recent posture. I kind of doubt it. 
if i really think if you approved.for filing in. early 
sy 7A, pi doubt ita lethink that that position emerged 
29 


Ht i 
rather later than that, in the later part of '74 coming: 
| 


es) up to this year, as I remember. 
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| 
“| Q It was while you were 
2 in the Study Group, wasn't it? 
| A Yes, << thank you're 
7 closer then. I think it was -- we left the Study Group, | 
>| I guess, in September, and I think it was maybe start- 
| ing to emerge then. September of 1974. 
‘| Q Yes, and IT suggest £o you 
“| it was substantially before you left. Your recollection 
*| is that you don't think it was as far back as the time 
a it was approved. The filing was approved -- the appli-| 
| cation was approved for filing. 
oy A Yeah, well, I mean my 
ae answers are still good. That one I remember. I don't 
_ | think it was substantially before we left. If it was 
“ occurring that early, I think it was more like the 
ae summer of '74 because that was still one of our points 
a of contention. 
18 | 
| Q I suggest to you that 
ae your application, Pan-Alberta, to export gas was | 
‘pe still outstanding at the time that you were referring 
a tomin that paragraph. 
| A T dem t. know. IL wouldnt 
ae have thought so. It could have been. I kind of doubt 
aa i 
"| that, one, .too. 
25 jt 
x6 | Q May I have the dates, 
| please? 
27 | : 
i MR. GIBBS: Well, Mr. Chairman, | 
ty Mr. Commissioner, I don't have those dates at my 
v 
| fingertips, but I think my friend ought to be fair in 
= this line of questioning and go on to point out that | 
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application to export gas from Canada was based upon 
that export being replaced from Alaska Gas. So that 
it really has nothing to do with whether there was 
surplus gas Or not. in ther longrrun it was a loan to 
be replaced. 

THE COMMISSIONER: You're 
speaking of the Pan-Alberta? 

MR. GIBBS: Yes sir. 

ME. .@CGOLDEIE: Well, I was 
asked to indicate the relevance and of course I expect 
my friend to have that material here. All I was 
concerned with was that there was another suggestion, 
it's not the only one, that the management of this 
company was export-oriented. There are a number of 
places where that proposition was made, and I consider 
it relevant in meeting that proposition to know when, 
and indeed to show that an affiliate or subsidiary of 
Alberta Gas Trunk was making an application to export 
at this very point. 

MR. GIBBS: Well, sir, you know, 
these are matters of public record. If my friend oe 
me to produce a copy of the National Energy Board ! 
application and file it here, and if you say that tee 
a relevant document, I will do so. 

MR. GOLDIE: Thank you. 

MR. GIBBS: If he wants some 
firm date on when the application was withdrawn, I 
will obtain that date and provide him also. But I 
do object to leaving these things half-said. If he's 


going to deal with that application, in my submission 
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1| the whole thing should be in. 

2 || MR. GOLDIE: Well, all I 

7 asked for were dates. 

4 MR. GIBBS: We appreciate 

>| that's all you asked for, but that leaves then an 

6 | impression that Mr. Blair on one hand was trying to 
7\ export gas, and on the other hand saying there wasn't 
g | gas to be exported, and that was not the case in 

7 Pan-Alberta and that should be clear. 

10 THE COMMISSIONER: Well, you've | 
11] been asked for the dates. I think it's been shown that | 
12 i they are relevant to the evidence Mr. Blair gave in 

} 

13 | eniet. Dethink you should tet us have the dates, and 
14 | you're entitled to re-examination to bring out the 

15 | explanation that you've offered, yourself, I take ate 

\) 

ta as counsel, not as a director of Alberta Gas Trunk. 
17 | MR. GIBBS: ALL right. 
1a/ MR. GOLDIE: One further 
19 | question, Mr. Blair. 


Q When you drafted that 
answer, were you aware of the evidence that Mr. Horte 


gave before the National Energy Board in its supply 





and deliverability hearings earlier this year? 
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A That he gave when? 

@) My recollection is 
February of this ae in the supply and deliverability 
here. 

A NO, NOt in particular, 
but I was not unaware that by that time what 
Mr. Horte was expressing in his official position 
was much as you described that it was unlikely that 
in his view that Canadian gas would be available 
in export quantities from Mackenzie Delta 
sources, if that is what you wish me to come to. 
I was aware of that. 

Q I just wanted to know 
if you were aware of it when you drafted that 
evidence, and I take that you were not aware of 
the evidence that he has given before this COmmission 
on that subject? 

A I am aware in a general 
sense of it. I think that as you asked me about 
what I was aware of when I drafted the evidence, 
it does deserve being pointed out that this evidence 
was drafted recently and is here referring to an 
event of withdrawal which began in September of 1974. 

One of the reasons that we did withdraw was 

because we felt that the Canadian case was being 
undersold and one of the natural consequences of 
our withdrawal and putting on the pressure that existed 
in this project we think includes a greater recognition 
that that wasn't the case, so I don't find these 


things as contradictory and I am glad that Arctic Gas 
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is coming to -- or has come concurrently and perhaps 
accidentally to the aame view. 


Q Why accidentally? 


A I say perhaps accidentally 


because I don't mean to imply that they were doing 
the through the influence of our position. I don't 
know to what degree that really happened if at all. 

Q Mrqnta not 1t have come 
about through the examination of reserves? 

A Oh; yes, Lf wasn't being 
casual about meaning accidentally, I meant 
coincidentally if you like, it may be that we 
weren't watching each others public positions, and 
may be we were, but we've ended up with a similar 
view on that subject anyway. 

Q You know, Mr. Clair, 
as you were amember of the Arctic Gas management 
committee at the time, that the filing of Canadian 
Arctic Gas with the supply and deliverabilty 
hearing indicated that there was no suplus of Canadian 
gas and that was something that Mr. Horte had 
been saying for some time. Am I not right in that? 
Or had you ceased to attend the management committee 
meetings by that time? 

A I think I had ‘because 
I don't particularly remember that. But if you 
say*so7"L accept rt: 

Q Tam not saying any- 
thing. “Me s*Blair, I’think we have got to a point 


where we are agreed that the aims of the two -- by 
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1 aims I mean the sails aim of transporting frontier 

2 | gas to markets ace countries, was the same in | 

3) the two constituents of the merged study group and | 

4 it continued in the merged study group and you | 

5 | have stated that you have changed your mind about | 

6 | the Arctic Gas proposal and I think on page ! 

r| 14 you give in a summary way the reasons and I | 

2) put it to you that those numbered reasons, one, 

9 | and then over on page 15, two and three, set out | 
10 | the real concerns that led you to leave the | 
ny) Arctic Gas project. | 
12 | A No, that's not right. 

13) First again, as you put 
14 | the question, you said the aims were the same when 

15 | we merged and I think twice before -- I said not | 
16 | really, they were only the same to the extent that 

17 we were noth interested in moving Alaskan, at that 

1a! stage Alaskan and Canadian Arctic gas to markets, 

19) that far we were the same. Beyond that our aims 
20 | were considerably different and I think that we 

21 | have been ss consistent in our aims in these five | 
22 years as anyone. It wasn't that we changed Se esucny gem 
23 | it's just that we didn't get our aims expressed | 
24 | well enough in the big group. 
25 | But then when you come | 
26 | to the second part -- I wanted to go back €0 «your : 
27 | question and pick that up -- but then when you come 

23 | to the second part and say are these the reasons 

29 | that -- the real reasons that we withdrew, and the 


30 | answer is no, they are some of them, but they are not 
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1 in whole the real reasons. I still have to 
my reply to you on what the basic reason was for 


| our concern about the project leadership from the 











3 
| 

4 Canadian viewpoint and it is in that answer which 

5 | I can proceed with now, if you like, that's the 

é | one I started in before and then you said that you'd 
7 give me another chance to think, then I will give 
3 | you the real reasons. 

9 | Q Well, those concerns 
10 | are reasons, nevermind about you for a minute, 

11 | they are matters of concern with respect to the 

12/ project that you conceived for the Gas Avetic 

23 | Systems Project, aren't they? 

14 | A No; you we alost me 

is | now. These are reasons of concern with what 

i ; 

16 | was then the Arctic Gas project. 
17 | Q Ne, no, L would like 
18 | you to go hack a step. Well get out of this 
19} question of whether you had unexpressed reservations 
20 | about the Arctic Gas Project.and whether you let 
21 people know about them, go back to your own project, 
22) the Gas Arctic Systems project. 
231 A Okay. 

24) Q All right. Now, 
25 | those three reasons -- or three concerns, however 
26 | you might want to express them, first, itimighe 

27 be decided that much of the Alaskan gas could be 
28 | used inside that state. Now, that was a matter 
29 | of a possibility which would be ingur lous g<eowthe 


aU | Gas Arctic Systems Project, wouldn't it? 
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a) A Yes, I understand 
| 


Nh 


you are asking if we take these concerns expressed 


Co 


about Arctic Gas Project. 


i 
a | 
4 Q Yes. 





| 
5 | A And then imagine them 
6 being transferred back into an earlier point in 
1 time when what we were involved with was the 
S| Gas Aretic Project. 
9 | Q Yes. 
anil A Would they not have 
11 | applied to that project -- yes, they would have, 
| I guees, one, two, three, -- each one of them would 
13 have. 
a Q Now, three makes specific 
Lo) reference to Arctic Gas, but the same probhems of 
16 | financing in an even more accentuated way would apply 


\ to the Gas Arctic Systems Project. 


13 A No -- you've got that 
i9 | backwards because the problems would have been less 
20 | in the Gas Arctic Project because it was a much 
22] more modest project than is the Arctic Gas project 
22 and so the problems of financing and so on would 
23] have been less accentuated if we imagined these 
a4 | related back to the Gas Arctic Project. 
25) Q Well, but for those 

| 
26 | three considerations, the concept which you firse 
270 espoused would be the one you would prefer, do 
23 you agree with that? 
25 | A No, not any more. If 


you are saying what would I prefer now, the answer 
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1 would be no. The project which we first espoused, 
2| I have come to learn was not as well conceived as 
3 it should have heen Bid I would not prefer it now, 
"| with or without these considerations. 

>| Q Tthought you said a 
6 few minutes ago that you hadn't changed your mind, 
mA but you are telling me now that you have. 

si A Noy) lesard that 

9 we had heen, I think relatively consistent during 
10) the five year period because I think we have, but 
a I don't mean that we have been fixed in a one track 
ze | of thinking for five years by any means. We changed 
ill our mind a lot, we've learned a lot in five years. 
ia | A whole lot. 

| Q put tert 2t a mtich 
16 shorter period of time than that, when you fist 

au withdrew from the Gas Arctic Project, did you not 

i 

= describe Foothills as am alternative to be considered 
al in the contingency of one or more of these three 
20 | 


| considerations arising? 


i A Yes, we described it as 





an alternative. I am not sure that we have listed 
these three reasons as the basis for creating an 
alternative. We did describe it as an alternative. 
It is quite true that since we left the bigger 
group our own respect for the project which we 

now put forward and oOUr concert. with the Arctic 
Gas Project, have both grown considerably and we 


| describe our own project now much more strongly 


| than we did when we withdrew from the Arctic Gas 






































© phates ya maa 


 beavoqas fart? ow doidw ssetoxg eAT Lon ed bivow 
sé Beviestoo flew se Jon enw nxeel od 6tiod ever | 
wot 42 tatexq toa bloow t Sas ased ‘eum “Bibode t ([* 
enotds=ushiexoo seeds Jyvodtsiw 10 atiw | 

5 biee oy J rfpontat 9 
: (botm qudy hetesd’ 4! nbsd voy ded ogs estunim wet 
Sve voy Jads won sm pniifes ei5 voy stud 

: jens bree Ion |= A 
onitub tdsdeienos ylovississ tnidt I ,need Bsa sw 
gud (oved ow Ankat 1 sausced bolieq tsesy avit srt 
josyt sno 8 at howd? assed over ow tait noem ¥*aob T 
pspradd a .ensos He yl axney evit tor paianidd 2o 
pHesy avit ot tol 4 bonusel sv'ew ,sol s Baim tuo 
tol elofw A — 

foun 6 Si S'ael gue 9 
tat? voy aadw ,yets dads emit 3o boiire” 19t10fre 
ton voy bib \s5eferd sivouA esd edd mort wotbitiw 
Serebtenoo sd Of svitentoetis as 285 abl tdtoo% sdiitse96 
aoxtt sails %o onom 16 SRG 30 yonepnisinos afd al 
vpnlaias enotfexebteaos 

26 di bedksoegeb ow ae A ” ieee 

neteit oved ow 264d Syue don me tT” Yevidenvetia ‘bs 
° on Habdsexs yol eresd sdz es. unoessx setts sears 
Lovitsavedis ae 26 $k edtvoueb SEB OW ee 
: sappid’ offs Sta! ow sonia sedd suzt sdtup ei 
aw fotiy soetoany edd x0? Yosqeex awe te 
siiowA oft doiw a ‘ 
ow Bas Rebbe” 2 


ae 


8047 


ALLWEST REPORTING L-TO. 


BURNABY 2. B.C. Sie Bilary 


ine) 


(69) 


ive) 


to 


[on 








Cross-Exam by GOldie 


Q Yes, I quite agree. 


yOu have moved from a position of having identified 


three problems in relation to the Arctic Gas Project 


and describing the Foothills as an alternative in 
tne event of a contingency arising out of pne or 
more of those to a position where you are seeking 
to insure that one or more of those contingencies 
does arise. 

A No, that's not -- 
that doesn't follow. We've emerged from a situation 
in which we saw these three contingencies in 
which we continued to see and were very stongly 
expressing in the privacy of the Arctic Gas meéings 


our list of other concerns about the Arctic Gas 


Project which go far beyond these three. These weren't | 


our real fundamental reasons. Our real reasons 

had to do with the nature of the Aretic Gas Project 
itself. We have emerged from that condition about 
a year ago into a condition now in which we believe 
we've got the best project anyway by any measure 
and whether or not these three contingencies arise 
that we have an application that is well worth 

a thorough airing and sponsorship. That is 
the evolution that has occurred. We don't see it 
any longer only as an alternative or a contingency, 
we see it as the more we study it the more we 


think it is a better proposal in the first place. 
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Q Wasn't the alternative 


or contingency expressed in May of 1974 to be on the 





grounds that there was urgent public need for 
Canadian gas, and that these considerations might 
delay the introduction of Canadian gas to Canadian 
markets? 

A That was one of the 
grounds, and I remember that this was expressed and 
expressed in writing, and a whole list of other 
grounds about concern of lack of sensitivity to 
Ganadiantissues: Concern about inability to meet the 


aspirations of the western Canadian provinces and | 





other problems that we saw were all -- we reminded the 
members that we had all these problems and we weren't 
feeling satisfied about progress towards them. 
They included the one that you've mentioned. 

Q What time do you propose 
adjourning for lunch, Mr. Commissioner? 

THE COMMISSIONER: 12°80 4 out 
if this is convenient, we will adjourn now. 

MRTUGOLDSS:- (eit mightitassist 
me in going into another area. 

THE COMMISSIONER: Certainly. 


Well, we'll adjourn until 2:00 and we will go from about 





2eantilMabout<4:30;7 willvthat be‘all right Mr. Scott? ' 
MR. SCOTT: Mr. Commissioner, | 

could I recommend the reading by Mr. Gibbs and Mr. 

Goldie of the Order in Council empowering you to 


decide, over the luncheon interval. I am sympathetic 


with Mr. Goldie, because much of the matters that seem 
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to me irrelevant are raised in the evidence in chief, 


and it seems to me that much of the matter is within 


the exclusive jurisdiction, if anybody of the National | 


Energy Board. I now understand why Mr. Goldie is here, 


rather than Mr. Genest, or Mr. Marshall. 

MR. GOLDIEz<, I wasejust, going 
to say, how sweet that music is to my ears. 

MB. GIBBS :., It, fol lows,upson 
Mr. Horte's direct evidence as well, so don't -- 

THE COMMISSIONER: Yes, well, 
Tetecenot gO Inton that now. 

Could I ask a question 

Mrogblair?: In thiseproject, the, Arctic, Gas soroject, 


thearrangement isethaet the,oil companies, the 


{ 


producers of gas in the Mackenzie Delta and the Beaufort 


Basin will build the gathering lines and gas plants. 
The corporation established that will be estatblished 
to build the pipeline, or has been established, excuse 
me, Canadian Arctic Gas Pipeline Limited, will only 
build and operate the pipeline and will receive the 
gas after it has been gathered and gone through the 
gas plant. 

Now, in the Alberta Gas 
Trunk systerm, does Alberta Gas Trunk operate the 
gathering lines and the gas plants? 

A No sir, except on a very 
occassional and almost incidental basis. The 
raiationgehip Lspbasically similar in that the .producer 
drills the well, gathers the gas from the well, takes 


it to a processing plant, and there cleans it up to 
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Cross Exam by Mr. Goldie 


mercantable quality. The system to take the gas into | 
the processing plant is often called a gathering system, 
and the distinctive word that©helps us is that it is | 
normally called the field gathering system. Then from 
the outlet of these various processing plants, a couple | 
of hundred outlets in Alberta, the Alberta Gas Trunk 
Line operates a network of lines which first of all 
brings the gas from the individual plants to mainlines | 
and then moves the gas to its' markets. 
The facilities that are 


used between the gas processing plant and mainlines are | 


also called gathering systems, and that is where the | 





confusion arises. There are gathering systems on both 
sides of the plant. 

Q I see that the field 
gathering system and the gas plant are operated by the 
producers in Alberta? 

A Normal ls,4Ithink;, we 
Operate a few percent of them, but the vast majority 
are operated by the produc ers. | 

Q And the gathering system 
that you operate is the gathering system from the gas | 
plants to the mainline? 

A Yess Hhat’Gs* correct sir. 


Q I visited the Amoco 





operation at Fort Liard last month. I'm sure somebody 


told me this, maybe you can explain it to me, so I am 


not mistaken. The gas field and the gas gathering 
| 


system from the field to the gas plant, and the gas 





De 
plant itself, are all operated by Amoco. Am I eae | 
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A I believe so, yes. 

Q And Westcoast picks the 
gas up from Amoco at the gas plant? 

A Yes. Ther e isa 
distinction in that that particular operation 
I know that Westcoast gathers gas which is not entirely 
processed and takes it down to still another processing 
plant operated by Westcoast. But that is a situation 
particular to the industry in Northeastern British 
Columbia and the Northwest Territories. In Alberta 
generally the final processing occurs right at or 
near the field. 

Q Well, TransCanada starts 
at Empress. The Trans@anada Pipeline system, and 
they would not have any gathering lines there, they 
would just hook into AGTL would they? 

A Yes, .Sir,.exactly. 

Q And if you were to be 
certified by the National Energy Board, and the 
Government of Canada were to uphold that certification, 
you would propose the same arrangement, no doubt you 
have in all of these papers, but I haven't read them 
Since they were filed yesterday. You would propose 
the same arrangement vis a vis the producers in the 
Delta and the Beaufort Sea? 

A Yes, exactly the same. 

At least supposing that the policies which are 
Operating in Alberta Gas Trunk and in British Columbia 
by Westcoast Transmission are those which would persist 


in Foothills which I think is predictable, then we 














7 Les 






18S yOB Ri t 
sis atolq dekootesW OaA a) ; aan 
Stasiy 2s¢ a2 48 oDomA mor? qu Shp 































6 2k s weet  ,ae% & 
fottsiado weluntsxe> tedz teds ni mokaontsets 


rleziszae ton ai f>idw app esedtap tesoosacW stadt wond 2 


noltatitte « ai tads due  .desooveoW yd bateiego Jtosig 

Avidich nteteparitsouw ai yasaubol said of asiuotiazag 

st15dl4 of .eeixztiravetT 3sewis104% ane Bae sidmulod 

to 36 tintin anor paiesecoug (anit sd? yiléezenap ; 
-6{9i% sft taen 


~ 
{ 


») ba 


[ : 
palaesnoua saftone (Lise of awob 323i e@sxist Bas beeesoorg 
; 2j1uss2@ sbsaisxteadext . Liah . 


brs ,modeye onilogi4 ehaneSenesT gil .2eetgna 2s } 
J ye) ,oted¢ genil paizedsap ves evad ton bluow yerst 
fyadd Biuow ITOA ojni Aood taut Bblucw | 

vijsosxs ,ilLe ,2er% A 


sd of s1sw voy 71 SmA 7] 
sii3 bas ,btscl yptend I[saoitst edd yd bertizies 
,Noldseoitiztsp Jade Slodge of stew shaas> 2o Saemorsyoo 
voy tdvob om ,tnemopmsttsA. smee oft sRogoag Bluow yoy 
mit beer ¢'meved I dud ,exeqaq oaeds io Lie nt eved 
sesqexa bluow vot .Yebrsdaey bealit sisw yes esate 
sid mi etagubota ant aiv¥ so aiv toemepnetis omse edt 
Sse2 t1olveed@ oft bas stied 


-wt62 oft ylaosxo ,eox A : ar 


gna doidw zeioilog edd Jails pabsoaque 4 oa 
sidqiod deteixa ai Bae ae imei AaAREA ph 9 aa. 


, a 


telesoq Sluow dotdw aha oe zimans<t Je 3095 


2 
y 7 pee A hier wa I He 4. 
7] iM ~ 7 : 






ALLWEST REPORTING L-TD. 


ine) 


8052 


BURNABY 2, B.C. Sri Blair 








Cross Exam by Mr. Goldie 


would take the position in Foothilg’s that at least the 
first opportunity to gather the gas from the field 
and process it naturally existed with the producing 


companies as the matter of industry practice and 


tradition. Because of course that produces commodities | 


other than gas which the producer wants to sell himself, 


he doesn't want to turn the raw gas over to somebody 
who will then be competing with him by selling 
condensate or other oommodities. 

In the event that some 
producer or group of producers did not want to put in 
gas processing or field gathering systems, then as 
does occur in Alberta and British Columbia, I think, 

I know , to be consistent we would be prepared to step 
into that role to see that the job was done. But we 
don't regard it as a role that we should preempt. We 
believe that it taaditionally belongs to the producing 
industry. 

THE COMMISSIONER: All right, 


well we'll adjourn until two then. 


(PROCEEDINGS ADJOURNED) 
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(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 
MR ew OCOLMs Mayial antroduce 
Mr. Goldie? 
MR. GOLDIE: Mr. Commissioner, 
no doubt you will be delighted to hear that having 
regard to Mr. Scott's admonition, I spent the noon 
hour reading the order-in-council and as a result cut 
out five 'pages of my cross-examination. The effect 
was spoiled when I found that I'd already asked those 
five pages. 
Q Mr. Blair, I wonder if 
we might turn to page 20 of your prepared evidence? 
Inthe answer to question 25 you say, and I quote: 
"We bdieve that the gas reserves that have been 
identified,so. far in»the» deltavare sufficient 
for the filing in the hearing of applications 
for aacertificate,.to,provide. for their pipeline 
connection. We believe that those reserves now 
identified,plus the additional reserves which 
can reasonably be expected to be identified as 
supply sources to the pipeline during the next 
year or two will be sufficiently timely to 
obtainsfinaneings” 

What is the level of reserves youfonsider you require 

in the delta for the purpose of making Foothills 

feasible? Just in round numbers. 

A Iedon’ t* think wesxean 
give a single number in response to that question, 
which gives a sufficient answer. I think that the 


quantity of reserves that is deemed sufficient to 
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1} proceed with financing will depend at the time of 

2 financing in part upon the appraisal then of the 

3 ultimate prospects of gas development in the area, and 
4 will depend upon the urgency, if any, of requirements 

5 of that gas for Canadian markets, and will depend to 

6 | a degree upon a negotiation which is still to occur 

a between the company having a certificate and the 
institutions which would furnish debt capital and 

9 | which, according to normal practice, would require or | 
10) at least seek some minimum level of proof of reserves | 
11] as part of their obtaining security for the funds that 
12 they advance, and I think that each of those factors 
PS | might vary the number that you invited me to give, up 
14 | oredown? Lhthinkiit is conceivable that the pipeline 

15) could be financed with reserves of the general order 
16 | of a little more than those that exist now, or it 


i might be desirable that there be quite a bit more gas, 
18 | there are different calculations that can be made to 

| give weight to those factors. 

29 | ' Q Welly Istakectthtrom 
your answer that you have no figure in yur mind--when 


| 
: I say "your mind" I mean the collective corporate 


22 

33) minds of Foothills, AGTL, of a figure of reserves 

24 | necessary for feasibility. Am I correct in taking 

=| that from your answer? 

26 | A You are correct that we 
1 

at have no one single . figure in mind at this stage as 


a minimum level of proven reserves requirement. We think 
> | : oe 
Aa the job is,as always, to get the prolific new supply 


Eee | area connected and that the measurements of proven 


@ 


es 


ran 


: ne 7 

8208 ant 
tislad .91.¢ 

etBloo yd htexBerot> 


to omid s43 te boeacem Lilw watonsni? d3iw' bosoorg 

sitt to amsit [suistaqs sdd moay Jx6q at prionsal? 

brs ,60216 of! ml tnemgolevebh ssp 3o asasqeorq: sevsmisio 
atnémetivupes Yo ,yne 72 ,.yoneaptu eds mnogu Bbaegsb Iliw 


ot basagsh Fliw bons ,asediem meifenasdD tot esp send To 


4 ee 


weose of fiise ef doinw notssisopey & mnogu sorpeb & 


eit bos asgsoliisgiss #® pnhivad yasenon seis neewsed 


boas letiqno gdob Aetnxw? Biluow doldvw enoltsyustisent 4 
16 StivpSss blvuew ,soljosiq Ismion of paibtooos 4 soit 
wevVTS#S% to tMdotg Yo Lavel muntinim amex Asse dasel 3s 

teu) 2b oft Yod yitsenee poinissde afied? Io Jr6¢ BA \ 
23Oj38% oexoidls Jo doas asd3 Aaind® £ bas ,sénsvbs yous 
au .evin ot em bhesival voy tedd tedarad edd yisv saipin 
gtiisaty ste Sede ofdaevisonos ef Jf Anids fT sawob 76 
tabto [sitenep oft te gevxadeon AS fw Boonshi? sd hivos | c 
+i 10 ,won teixe gado saat neds etom asltsilt 6 20 | 

,26p o10m 3204 # ottop ed sted? saad eldsitesh ed’ sdpim 
o3 sbem ed nen sede encide tvolso sastet2ib sis stedt 
-@toJost sebdiit oF sriptsw svip 
moti in @t62 2 ,[iaw 0 i‘ 
nonw~-hait apy mf otpptl on eva voy tsi tewaas xrwW0Yy 
ster1ogiton svistoolios odd asem 1 "Hakm asoy” yae I 
zevieest to szuptt 6 to ,ITOA ,eliidsoot 6 ebhaim 
poide+ mt tosti0op I ma .yrtilidgess? xot yrseesosn 
Siewans teoy moxt ted3 
Sw jond soexviod ote voy A 

ee epete aidt a6 bate st owpld sipnie eno on svar 
Zoints ©W .tnemetispes sevisess asvoxq’ do Level muminim 6 
ylaque Wan atigtoug edd dep of yeyewlé as, eb te Sey? 
" mover 26 exnsmesnBpem GA2" ee eta 


~ = 7 i ae ia. 









ALLWEST REPORTING L-TO. 8055 
BURNABY 2, B.C. 


in) 


Ww 








Duteen Davdae 
Cross-Exam by Goldie 


reserves in the pre-project stage is not an exact 
or definite matter to be quantified in the way that 
you are suggestin g. 
Q And does it follow from 
that that you have no one figure of deliverability? 
THE COMMISSIONER: Excuse me, 
Mr. “Goldie. "Excuse me, Mr.*Blair. That's a word that 
has -- does not that have a special meaning in this 
hearing? if itdoes, “could *you" -= 


MR. GOLDIE: I'm using it 


and the witness, who is of course much better qualified, 


than I am can perhaps elaborate on it. I am simply 


using it in the amount of gas daily available for 


! 





pipeline throughput, which is of course in some measure, 


al function’ of *the™total’ in-place’ reserves. 

Q Now, do you understand 
my use of the word "deliverability" in that sense? 

A Yess but) fl thinkethat 
it deserves to be added that while to a degree that 
daily quantity is.a function of the reserves that 
have been proven, it is even more a function of the 
physical capability of the wells to produce gas in the 
early years, and of the readiness of the producers to 
install the right sizing of processing and gathering 
capacity, and to drill development wells from year to 
year after that so that it's a number significantly 
different from simply a reserve number divided by 


so many days of the year. 
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Q When I said the amount 
of gas available «data I intended to comprehend in 
that the resevoir characteristics and all the other 
Matters that you have in mind. But my question 
was, you do not have, or do you, a deliverability 
figure that you consider necessary to attain 
for the purposes of feasibility? 

A No, we don't believe 

again thatany one figure would be a correct or 
sufficient answer to that question. We have given in 
evidence our assumption which is we think good for 

the time being that the capability of the producers 

to deliver will begin at about 800 million cubit 

feet per day in the first year of operation and will 
increase in increments of about 400 million cubic feet 
per day per year for several years and we think 

that that will occur and that it is entirely feasible 
to proceed with that much gas. ; 

Q What are the reserves 
that you have assumed in relatinn to the daily 


throughput of 800 million cubic feeta day? 


A Well, we haven't actually | 


assumed a reserve. What we have done is taken the 
assessment of our consultant that the present, that 
is, last calculation, before the last wells were 
drilled in the last couple of months, that the 
present of the proven and probable reserves in the 
areawcfii7v2) tri bldiorm cubic feet, as I recollect, 
this is in all kinds of detail in these exhibits 


of course, and that that figure will gradually grow 
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up to I think about 18 trillion cubic feet over the 
next several years and we have assumed that our 
consultant is a reasonably good forecaster for that 
purpose. 
Q At any rate the starting 
point thatlyou Nave suseduis vastigqure Ofi/.2 t.c.t. of 
proven and probable reserves as they now have been 
calculated? 
A That is my recollection. 
I.am apparently going to be refreshed here. 
Our consultants informed 
us and I refer to page 1A-42 of exhibit 194, being 
part one of the Foothills presentation and I wasn't 
Sractiyo riqnt. “As.of the end of last year the 
consultants’ advice to us was that the initial 
acopreciated probably ‘which includes proved reserves 
is 7.459 trillion cubic feet and that the other -- 
Q Could we pause there and 
I don't want £0 Stop you, from going on to the 
estimates of future additions, but I just want to 
aivect your attention to estimate, of present, 
probable reserves of 7.459 t.c.f. Would you agree 
wih me that financing is not done on the probability 
of future additions but is done on present reserves? 
A No, and I wonder if 
I might have the financing plan volume. Within our 
financing plan portion of our submission which 


is contained in exhibit 197, being part four of the 


Foothills filing, there is a particularly apt reference 


which it may take me just a moment to leaf to, sorry -- 
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ry the faster thing is to say that if there is language 
2| under the tab "Financial Plan C" which reflects the 
sy views of our etietic tae advisors that the financing 

+] institutions, the lenders, take into account both the 
>| presently proven reserves and the potential of the 

6 area to develop additional gas supply in the future 
"| and I might add another testimony which I noted 

8 from the expert witness of yesterday, which I thought 
7 | the words were so apt I scribbled them down here, 

a when he spoke of the need, Mr. Horte spoke of the 

see need of incentives of producers so that there would 
el be developed the "future reserves that any pipeline 
bs] must rely upon". And i think there is a real, from 
14 | those two references, I would say that there 

| is a real element of reliance on the potential on the 
16 | area end on future reserve development, it is important 
oo at the time of financing. 

{ 

a Q May I go to a segment 
oy of the financial support which is required for a 
al pipeline, namely the people who buy the first mortgage 
ia bonds, would you agree with me that such people do 
y not buy bonds unless there is sufficient gas proven 
a3 | to provide for the amortization of those bonds? 

24 A Well, I think you have 
as put your finger on the one group of investors to 

ar whom this is apparently of concern, in our experience 
27 | the sellers of -- the buyers of unsecured debentures 
si or secured debentures, don't normally introduce an 
oT element in the negotiations of assurance of reserves. 

OER The holders -- the buyers of first mortgage bonds 
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traditionally have done so and what they have 
required, they've introduced such a provision, 

and what they have normally sought in such a provision 
was a demonstration by a consultant acceptable to 
them, sufficiently conservative and prudent consultant 
for. theix purposes, that there will be sufficient 
throughput for the pipeline during the term of the 
fist mortgage bonds, whatever that may be negotiated 
at to make it realistic that the grvice will be 
provided, that the revenues will be received and 

the financing costs of the principal payment of 
Principaland interest will be: covered >. That is pthe 


way that I would define their interest. 
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Q the, capital required to 
the extent of say 75% of the total is supplied by people 
who have that ee een. 

A NOt theo, tou cet iv 
there. First mortgage bonds are, I think, well let's 
say in the case of the Foothills filing we suppase 
tat the financings oft Yiirst mortgage bonds) --and 1 
refer to page 4-C-29 if that helps anyone afterwards, 
on the same exhibit -- will in the aggregate amount 
to'"50- == f thave to” add up these ian my head here -- 


SA Seetot the total capital to be raised. 


QO That sr the igrst aqoregage 
component? 

A Yes, excuse me, I've 
made Tatmistakes didn't say that quite right. ae = 


57% of the debt. Li we put in the terms of the capital 
£6 be raised, it 18 in the aggregate 771 million 

Ao tiaes: ous of tS 775 mitaionyeso We's mbout 40esome, 

i Seaeor Uso! of “ENS elotal capital. ihe hc sr sih ar &E 
Palaere was the “first “time; the ‘proportion’. 

QO UuSt@rsoO Hl ihave sve 
correctly, my question was with respect of that compon- 
ent, they are the people who require the conditions 
that I have suggested to you. 

A You've got the right 


people. ~*~ I can describe the Gonditions a@ little 


differently that eyou ; "bute I think we're talking ‘about 


the same kind of an assurance, yes. 
O That kind of an assurance 


could not be provided with reserves of the kind that 
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are presently there today. Today. 

A I don't know whether it 
COWrG "or not. 

Q Well, surely that is the 
reason why you have made the decision which I take it 
you were very careful to make, between reserves which 
abCUSUELICIeENne in your opanion VEorrtre filing, wand 
reserves which an your opinion are sufficient for ‘the 
purpose of “financing. Isn't that the reason you've 
made the distinction in the answer that I have referred 
bles 6 eh 

A Yes, and in making the 
distinction thats saying really we'shope ‘there’’s a lot 
more--reserves ‘that Yt will ‘make that first mortgage 
bond: financing a lot easier: 

QO Yes, “but -- 


A Now "l@haven *t Sard yehat 


T®regard the first mortgage bond financing as impossible, 


HV fus = “don ' hknow, “impossible with the present level 
of reserves. That would have to be investigated. 

QO =Jihave “youléver; "in “your 
experience, known of first mortgage money being made 
avatlable in the absence of assurance “of reserves that 
would result“in the “amortizgatron of ‘the Line’ over ‘the 
itvre: of tire “frrst “mortgage “bonds? 

A can't "give: ty ou "an 


instance, a certain instance of ‘that ‘having occurred. 


However, “there is’ abot “of "other things “in “our “experience 


that we don't expect to be repeated in the future. The 


whole business of the availability of marketing of 
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long-term capital has experienced radical changes in 
the 4st veatoyaand). the wttitudes,, L.think, about: ‘the 
urgency of these projects has experienced radical 
changes, and I'm just not quite certain what we'll 
encounter when the time of financing such a pipeline 
ipl ey ecet Whar 

QO Dor isitakes jut from that 
answers thats you,expect the qingency.of) the meed:for, this 
gas in Canadian -‘markets will have a beneficial effect 
on the attitudes of the. lenders: of~first, mortgage 
bonds? 

A Yes, perhaps with some 
intermediate links in that cause and effect chain. 
iMmihinksthat that May occur. 

THE-~COMMISSIONER:; Well, «Mn: 
Blair, this question came up at Norman Wells about 
a week and a half ago, you will remember that a young 
man was questioning you and then I asked you some 
questions, and on reflecting on it I think his 
questions were much better questions than mine. 

QO Your said+-then, «and det 
me just tell you what question you left with me so 
that Mr. Goldie can.pursue it; if he wishes. You 
Said that there were approximately 7 trillion cubic 
feet there now, but that was sufficient to jusify the 
application that you had made to the Board; that you 
had every reason to believe that by the time your 
construction -- well, let me put it this way -- you 
had every reason to believe that 11 trillion cubic 


feet would in due course be found, and that that would 
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be sufficient to proceed with construction of your 
proposed gas pipeline. You said -- and I may be mis- 
stating what you said -- but let me at least complete 
it and then you can deal with it, you said that he 

the reserves were not sufficient to induce these people 
to lend money, I am told first mortgages when Eiey 

lend it, if the reserves were not Sufi CLentie co 2nauce 
them to lend the money,and the urgency of obtaining 
frontier gas were sufficient, then it might well be 
that a guarantee of repayment of Dramcipal and interest 
to those bondholders by the Government of Canada would 
be necessary to get the thing going. Have I been fair 
to-what youssaid, to. us. there? 

A Your memory has been 
exceedingly good and accurate. There are two elabora- 
tions, though, that I'd like to make to complete the 
answer. The first is that my figure of 11 trillion 
cubic feet was meant to be more illustrative than 
to be a single figure. As I remember in the previous 
question had said, "How could such a figure be derived?" 
i saad pe Well,, i£ .the »,termof the, ,Longjterm bonds were 
Lb, .yvea%s.. and there »seems .to be definitely a trend of 
contracting term for availabilivy of long-term bonds, 
and if the volume per day were deemed necessary to 
finance the pipeline were illustratively 2 billion cubic 
feet a day, then two billion a day is SY AAGe ata. LOM 
a year, and that times 50 years produces about ll 
trillion. So that some such calculation -- what I hope 
I said was that some such calculation might apply. I 


didn't -- I still would have preferred not to leave a 
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Sen. Bilger 
Cross-Exam by Goldie 


single figure. The only other point of elaboration 
i°d make is''L think perhaps I said by governments. 

Q Perhaps what? 

A Perhaps I referred to the 
possibility of guarantee by governments. I'm thinking 


that /ossibly the Government of Canada or possibly the 


_grieraments of provinces or some combination of the 


governments of provinces and the Government of Canada 

Maeght apply to this project, as’ for Aanstance they*have 

in the case of the Syncrude project and as they did 

in their time in the case of the TransCanada project. 
Your recollection was 

perfect, I just take the opportunity to expand a little 

bit on what I meant to be saying that afternoon. 

poe Cperrees) te fares We 
went, but thank you for refreshing my memory about it. 
MeSH eV carry Orn. 

MR. GOLDIE: Well, perhaps I 
can deal with this in a slightly different context. 

Q Let's just take the 
figure that you used at Norman Wells of 7 trillion 
cubic feet, and would you agree with me that a 42- 
Pc tive wu l i Leaded at ,250 p.s.i. would have a 
Capacity Of about 2.5 Bet. a day? 

A Depending on compressor 
station and on the -- on compressor station spacing 
and other factors, somewhere from up to about 2.7, 
222 biLlionvcubiea feet a eo yes. 

@) When I said "fully 


loaded" i assumed that you -- I was asking you to 
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Sei. Blade 
Cross-Exam by Goldie 


assume the optimum combination of conditions that 
you have spoken about, and your answer, I take it, 
is somewhere between 2.5, 2.7 Bcf. a day. 

A OK 

Q Right. Now, would you 
agree with me that given 7 Tcf. of reserves that one 
Ber. a Gay to0tchne deliverability available 11 eEhat 
gas is LO De spaced out over’ 20 -veags - 

A Well, yes, the 20 years 
Tiupypoe0) dave, end Gividing that into 7 trillion 
would produce a eS bit less than one billion cubic 
feet a day just ‘a ee Of arithmecic. 

Q Ra cater SO Chat ah one 
is to compare the availability today of gas that 
would provide deliverability over 20 years, with the 


Gaba isicy OL Capacity Of a A2—-ineh fully loaded line, 


we have a loading in the order of 408%. 
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Actuallyrmtais less 
than “40%, but ian round numbers? 

A Yes, as referred to the 
ultimate capacity of that line when fully expanded, 
yes. 

QO Now, the ultimate 
Capacity of the proposed Arctic Gas pipeline which 
you were asked to comment on at page 16, is an the 
SraeruGE-4: Wyi2eoee. = /awdaye 

A So this is represented 
by Arctic Gas we would calculate it as somewhat 
less. 

Q And SBayyousassume 2 b.c. 
a day from the Delta as being the deliverability 


available from present reserves in the Delta, and 


2 250 bieut bias daywtimomi Alaskaastbeinga the, availability, 


the present availablity from present reserves at 
Alaska, ‘you get a ratio of that throughput of 
Bs 259s CF ol hays Eourhesmubtimate Capacity of _.about 
i722 . would you mgreeiwithichat? 

A Yes, that sounds about 
mero itks. 

Q Sovibhatirbhesm Arctie 
Gas line in terms of existing capacity would have 
about 28% spare when fully loaded using present 
reserves as compared with a 42 inch line which would 
have in excess of 60% spare capacity? 

A Well, just following 
through, your arithmetic all sounds right to me, 


I don't -- I mean I approve of the assumptions behine 
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it, but the arithmetic sounds correct. 
Q Now,which line is 


oversized in relation to the so-called traditional 


“approach to pipeline sizing which you have referred 


to at page 17 of your evidence? 

A Wells,” ldon tt beiveve 
that. a reasonable answer to the last’ question follows 
from the questions and answers that we have just 
exchanged. On page 17 we say we consider gas supply 
market, requirements, materials available, costs, 
ineyeare ali=taken Into account in terms of gas Supply 
both present and potential, and so are factors of 


cost which’ are not involved in the relationships 


yous have- just’ described, ‘so I= don't == I think what 


we did develop a few minutes ago was arithmetically 


if you take the assumption that the Alaskan gas will 
be as“ much’ as* you ‘say ityw2il, that the assumption 
that: the, Canadian: gas wali¥not beo-as much as Arctic 
Gas says it will be, but something less then Foothills 
SayS it will be and add these together, you get 
Leewrottes tiat you derimvea. Pf -don't think’ thatthey 
have to do with the oversizing of pipelines. At 
east Tamissed it 2f they do, I think you wotld have 
to have a much more thorough review of all of the 
faetors*than that calculation: 

Q Well, I understood that 
you gave your evidence to the effect that the Arctic 
Gas line was oversized having regard to factors such 
as gas supply and markets, and gas supply is present 


Gasesupply, 4isntiat? 
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A No, not entirely, 
it is, present and perspective, I would say. 

Q Alte Git.) a 7 Ous un 
crease the gas reserves in the delta for both! lines 
the ratios that I have been giving you continue, 
don’t, they? 

A No. If you increase 
tie .das asipply tom bole nes cases that you, described 
fo me ithe foothills, the mate worry usage for the 
Foothills line’would accelerate relative to the 
rate of usage for Bie \iiGere Gace tb would) == 
Aq Any given unit of 
increase in throughput from the delta would have 
a greater percentage effect,on the utilization 
Cet hes Pootha tl a lines than, of the Arctic 447 ne 
tan Not Saving anwthang, de om. just talking 
inedogical arithmetic to you. 

Q Well, let me test 
What VOU Nave, JUST, Saic oat vyougwere. sizing for a 
Commoniproject, thar, is co say, toytake account 
for Alaska gas and Delta gas at this time you would 
Size 48 inch, wouldn't you? 

A Voce ett Son | We 
baven, gone, throvon,that exercise Jately,. but J 
think if we were satisfied that there would be 
commercially available a good 48 inch pipe material, 
I think we probably would. I am givang you just 
the best gueas I can on a matter that we haven't 
assessed. 

Q I accept your best 


guesses. 
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And “if “you've introduced 
any Alaska gas into the Foothills system the 
A2#inch is undersized, isnt it? 

A No;.ne 4actually 
Our Girect testimony SaidA- the~oppoesite tocthat, 
it said that it would be a certain capacity to move 
some Alaskan gas if Canada wanted that done 
through the 42 inch system. 

Q WellOsjustcsothat 
we are comparing like with like, if you make the 
same assumption with respect to Alaska gas as 


you have been doing with respect to Arctic gas, then 


re suggest to you that the introdudion of two and 


a quarter bee ety "a dayeresultstin .an undersized line at 
a2 ynehes. isn't’ thatvejust the converse-of*your 
agreement with me that 48 inches is the appropriate 
sizing to carry the flows, the combined flows of 

the Alaska quantity I have mentioned at two anda 
quarter and the Delta quantity of one? 

A I think I 've followed 
you’ and agree. 

Q Thank you. 

THE COMMISSIONER: Did you 
say that you followed Mr. Goldie or is that 
sufficient for your purposes? 

MR. GOLDIE: I thought 
he said "and agreed". 

A Si7v7'+t Sard that I 
think I followed him because toward the end I wondered 


for a minute if I was following him, but I think at 
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ALLWEST per oR Uae Live Se Ree bilad ss 
“ch hil ial Cross-Exam by Goldie 


1] the end of his question .I caught. the sense of what he 
2 || Was sayang, but perhaps.for,certainty, since at 
hasbeen sraised, .if) i could,restates-= 

4 | THE COMMISSIONER: ‘Yes. 

5 | A -- what I understood 
6 | Mr.. Goldie to be sayiag,in the last. question and 
a my answer was that if we were asked to introduce 

g | into the Foothills system as presently designed, 

2 | the 42-inch wine, 2ei/A4ebidliongcubichyfect.arday, 
19 on a regular continuous basis, I assume he meant 

1 | of Alaskan gas, and if we still had our billion 

a day or more of Foothills gas, that there by 

13 Q.E.D. we would have an undersized system and 

14 I said if that was what he meant, I agree that that 
LS isitrue.. If we were,to;:do. all these things 

6. abieat OuCcepErompaay joney,ot course ywe chavenis 
brought out. also that at this happened over a 

13 | period of time it could be -- the transaction could 
19 | be carried out through some looping here and 

20 there of the Foothills system. 

a1] MR. GOLDIE: 

22 | Q Well, you wouldn't 
start out iwith.a 42 inch system.if you. were 

“4 undertaking toarry a billion from the delta and 

25 2 1/4 from Alaska. 

26 | A Cartainleypnotea s42 inch 
- system of the wall thickness and operating pressure 
that we proposed,and I think we would probably 

“9 then look at a 48 inch system as an alternative if 


hypothetically we were faced with such a commission. 
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CrBsoPhSah by Coldie 


Q So the evidence which 
you gave at the bottom of page 16, Che top oF 
page 17 or on page 17, is directed only at the 
size of the suppy laterals. 

Meee GLEBS:) (1 “chink 
that question 16 starts off saying }recisely Chats 

MR. GOLDIE: 

Q And then you go on 
and ask about the traditional approach to pipeline 
sizing and it wasn't clear to me that you were 
confining your « question to the laterals or whether 
you were extending it to a general observation 
with respect to the Arctic Gas proposal. 

I just wanted to be quite clear that the witnessits 
criticism if that's what it is, is directed to the 
sizing of the supply laterals and not to the mainline 
system. 


THE COMMISSIONER: Well, 


as) Deread that question, it) is directed to the 
delta lateral. Am I following this’? 
MR. GOLDIE: Well, when 
I read the evidence and when I heard it yesterday 
the question starts out: "I might refer you to 
some of Mr. Horte's remarks about the CAGPL delta 
lateral”, and he goes on,”and if that is a basis, 
could I start this series of questions by asking 
for the traditional approach to pipeline sizing." 
THE, COMMISSIONER? No, no, 


i think. you are quite: right. to pursue it. 
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ao a 
Cross-Exam by Goldie 
A Well, the question 
thei was, 1s My Cricicism Of sizing, confined to 
the delta lateral? 
MR. GOLDIE: 
0 Ves. 


A The answer 1S no. 
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SR, Blair 
Cross-Exam by Goldie 
Theset ares fOrmgcoures:, 

matters of assessment and some judgment; but our 
criticism of sizing of the Arctic Gas proposal would 
centre more on these other two features. Tire, tarst 
is its substantially greater capacity overall to 
deliver gas across the Canadian - United States boundary 
than to bring gas from the north in total, and 1 think 
Iocan put thisadne thé simplest terms by saying that 
a reason that we worry about the design and the reason 
we allege it to be a design for very much EOL iexXpore 
purposes is that from an Alberta point-of view .we 
find ourselves with one proposed 48-inch pipeline, 
one new 48-inch pipeline coming in through the north 
end of Alberta, and I think at last count, one new 
48-inch and two new 42-inch pipelines go out the south 
end of Alberta. No matter how you cut that, that goes 
beyond any subtleties of design caltculattonvas) aqsystem 
which would have the built-in investment to move much 
more gas out of the south side of Alberta than, to 
bring it in in the north, and it has to be an export 
oriented design. That's my first criticism. 

Q Excuse me. YOu mean 
by “export oriented" you mean the carriage of 
Alaskan gas to the Southern United States, Le “eet 
what you mean? 

A Well). mean that in the 
crudest kind of logic, and I think inescapable logic, 
it means that that system has the capacity basically 
to move all the Alaskan gas, all the Canadian Arctic 


gas, and additional Alberta gas out of Canada, as new 
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See ae 
Cross-Exam by Goldie 


ct 
By 
lant 


border crossing delivery points. Tf you put one 48° in 
top and you take a 48 and two 42 out the bottom 
and this is all incrementally new facility, I Pus ty 
it seems to me when you say, "Why do you think it's 
export oriented?" That's why, and that's my main 
SritEicism. 

Q And that was the design 


you voted in favor of. 


A Yes we did Pag 
Q Thank you. SN 
A Under the circumstances 

that we've described -- well no, I didn't let you say 


"in favor of" before, but we voted, we consented as 
one member that such an application should be filed, 
yes. “ 

QO Yes: 

A Atter a good deal of 
negotiation and some compromise. 

THE COMMISSIONER: Now, just 
Tooking at this slide, the 48 ~“and"~42 are the three 
heres [ take it. “Are they? 

A Wes err, i refer—— wiat 
I referred to is the 48 as going out the south side 
is that line heading to the middle west under the 
auspices of a number of members Gf *Aret re "Gas whos += 1 
forget what they call themselves, but there's a sub 
sroun- Of Arctic Gas == 

MR. GIBBS: 
Northern Border 
A -- that I understand has. 


applied for a whole new 48-inch in that eireectronracrogs 
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She Blair 


Cross-Exam by Goldie 
South-western Saskatchewan and to the Gates, and the 
last time I heard, there were still before the Federal 
Power Commission applications for two 42-inch lines 
to cartygas to. California, which would be- indicated 
by the two western arrows. 
MR (euor eres 

) Well, you have heard 
ana 1 don t want. to co through this all. again, but 
you were aware, I assume, or your company was aware 
when you voted for this’ design of “the design assumptions 
owelel ie 

MR GIBBS y Methink my iferend 
Should be a little more careful and accurate in his 
Seescions. Mr, Blair, 1 think, has snot Sard he: voted 
for design. I think he said his company consented to 
Piceti bing Olvanm application. There is “ard fference. 

ME. GOLDIE? Wedd ie Ss a 
subtle distinction and I'm beginning to understand it, 
Wie Cui Cutty ic 

‘S) Mr. “Blair; you were aware 
also that those southern delivery legs are being re- 
designed in accordance with the gas contract that 
is being negotiated, aren't you? 

A NOE, particulariy., | t 
hav e heard some conjecture that that would occur but 
I have no particular knowledge of what design or re- 
design is or is not being accomplished right now. 

6) Have you read Mr. Horte 
evidence in these proceedings? 

A Not entirely. 


QO Perhaps you would, please. 
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Sk. Biaat 

Cross-Exam by Goldie 
Then you will be better informed next time. Now, just 
taking a look at these exhibits thatiare the slides -- 

THE COMMISSIONER: We let those 
things go by, Don't try to catch up with them. 

MR. GIBBS: Well, there comes 
a point, Mr. Commissioner, when one iS Goubttul as, Lo 
what evidence one is supposed to be examining. What 
has been filed in document form or what a witness has 
Said on the stand which disagrees with what's filed 
in document form, and that's why I was expressing my 
puzzle here. 

MR. GOLDLE=; Well, all 1 was 
asking the witness to do was to read the evidence of 
Mr. Horte with respect to these particular matters 
in these proceedings before making the general statement 
that this was an export oriented line. Tha’s all or 
asking him to do. 

A Is that a question? 

Mee cOLDLE: That Ss alle i’m 
asking him to do. 

Mee GIBBS. Well) siz, 2 nate 
to keep interrupting, but this comes exactly to the 
point I was making. If one looks at the documentary 
evidence that's been filed in Ottawa and here, the 
Pacis or the tariff calculation is still an assumption 
that half the Canadian gas will go out of Canada. Now 
do we still rely on those documents, or do we rely 
on Mr. Horte sitting in the stand and saying in his 
opinion none of Canadian gas will go out of Canada. 


That's where we get this variation in evidence, ana 
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See Bila 
Cross-Exam by Goldie 


<#s unfair to say to this witness, "Do you believe 


Horte or do you believe the documents that have been filed: 


Mee GOLDLES With respect, 
Mr. Commissioner, all I asked the witness to do was 
to read the evidence, which he said he was not 
familiar with, before he made the statements that he 
did. Now, let's go on with this question because it 
may be of some further Pi eebec tL. 

Q Do you have before you 
the exhibits which were the copies of the ‘Slides you 
spoke to yesterday? I think it was 218, 219 and 220. 

A Yes. 

Geo. leas 1 dinderstand ey 
Pade bya et henk hs Exhibit 218, shows existing 
systems identified by -—- what shall we say -- corporate 
personality? 

A Mine. aren't numbered but 
I suppose they're in the same order as yours, and you're 


referring to this one that shows the three existing 


systems. 

QO Poole chit... Leos Gali 
Phatisawall stght. that's Bxhibar 218, and that shows 
existing systems. Exhibit 219 purports to show the 


Arctic Gas proposal, and 220 shows axistindg syocems 

with an overlay and a reference to the Foothils proposal. 
A Cie he 
Q Now, going to 218, that 

is existing systems, as I Say, identified, and I use 

the words "corporate personality" because there are 


both the color code and initials Ldentifying the 
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Sens Blarr 
Cross-Exam by Goldie 


Operator of the system. 

A Right. 

Q ANG Lt Shows ii Canada 
or identifies in Canada four systems: Westcoast, 
Alberta Natural Gas, AGTL and TransCanada. 

A Yes, Lt does. 

QO And No. 2 is the same 
System map on which there has been superimposed some- 
thing igereiriea aswthe Arctic’ 'Gas proposal . 

A Pets COLEeCt., 

Q Wivat-deesn t purport fo 
show the so-called corporate personalities, does it? 

A No. 

Q If one did tha there would 
De an arrow in ithe portion”in Afeska called Alaskan 
Arctic Gas. 

A os 

Q And ‘that will hae a 
different ‘ownership, if cértificated, than Canadian 


Arctic, Gas: 


A i suppose that ir woulda. 
QO Weil, that was part o f the 
proposal that your company -- how shall we put it. 


THE" COMMISSIONER: Don't say it. 
(LAUGHTER) 
MR. GOLDIE: You understood that, 
ddin't you, that there would be a different ownershinv? 


A As I remember, at that time 


we were still debating a number of major features. The 
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proposal was made that it was important to proceed 
with an application. We agreed i1€-could proceed”as a 
matter of ould Wane, while we continued to debate 
other matters, and I don't remember that the ownership 
of either the Alaskan company or the Canadian company 
was very far resolved at that time. AS a Matcer=ot 
fact, my recollection is that neither one was well 
resolved, and so I don't think there vs any basis to 
say the ownership waid be ditterent. | 1 always Suppose 
that the American portion ought to be owned by 
Anerican companies and the Canadian portion Ougivtsco 
be owned by Canadian companies and that 
would be different ownership, but that was just my 

own judgment of it. 

QO Pein Chat wabea 
reasonable judgment based upon the provisions of the 
Study Group agreement, would you agree with that? 

A Well, I always thought 
it was, but there were lots in the Study Group thet 
weren't of the same conviction. 

Q fi cee, all right, eno 
again if one is to pursue the question of corporate 
personalities, the Arctic Gas, Canadian Arctic Gas 


would stop at the border, wouldnt Lt? 
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A Well, it was kind of 
in 
Ginny. Lt was woing, to: stop, two places., .The east 
baund leg would have continued to the international 
boundary and stopped there, apparently on the 
premise the thing to do was to get the gas 


through Canada. The west bound leg would continue 


to the western boundary of Alberta where it would meet 


the connecting facility of a member of Arctic Gas, 
Alberta Natural Gas Company, and it would stop there 
apparently on the premise that the thing to do 
Wasntouget the,gas through Alberta, .a little 
different. 

But then there was another 
complication in that another customer in California 
didntt.want its' gas.carried by Alberta Natural Gas 
Company so it wanted Arctic Gas to build another 
new line parallel to Alberta Natural Gas Company 
through British Columbia, so that was the way 
that was left. 

Q Tiatscustomer was 
the customer that you had agreed to sell gas 
tow fremsaPan. 2 Aiberta, is, that, right? 


A Yes, that was the 


principal: customer of Pan Alberta, Pacific Lighting 


Development Company or Corporation. 
Q Now, is that diagram 
intended to show gas flows? Apparently it doesn't 


show the corporate identities. 


A No. What it is intended 


to do is to take the same map that was used for 
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exhibit 218 because we are interested basically 
in the Canadian end of this project and that's 
mainly a map of Canada’ and to impose on that some 
thinge®which®=—= we put’ the’ slide up, I said, this’ is 
just our map of the rival project and it is not intended 
to compete in precision, but this is what we 
conceive the -- what we understand the Arctic 
Gas Proposal from all the evidence that has 
been put in everywhere, I mean in these proceedings and 
other proceedings to presently constitute, and 
when we hear about the nine or ten or twelve billion 
dollars of a proposal, it is being described as 
that Alaskan link, the piece across Canada, the 
facilities’ of the NOrthern Border Group, the 
Tact eittes: Or erPucitlc Lighting, “the tacirlities or 
P.G. & E.,to move the additional gas which I believe 
are quite fairly represented on this page, and that 
is all it was supposed to do. 

QO My question was, is 
this interided to show gas’ flows? 

A Not completely. “Pt 1s 
intended more to show a pipeline system and then 
by arrows the direction of the continuing system as 
it would reach its ultimate markets. But we kind 
oferanvout+of-map* => I* mean -= 

Q It doesn't show who 
the owners are, and it doesn't show gas flows, so 
what is it? 

A Welt, 2t°is"a map -- 


Q Yes, I understand that -- 
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A -- of the pipeiines 
which are contained in the Arctic Gas Project as we 
presently understand it showing the project as a 
whole in red, but where we ran out of a place to 
run these lines to the ultimate markets of the Unitec 
States we showed that Eelam menaa by leaving an 
arrow at the end of a line. It's a map of pipeline 
routes. 

Q Andwas Disay Lecdidn ys: 
do as theunderlying map did: Identify .the corporate 
personalities. 

A NoMa bo Vdonet: 

QO AbiieiL ght -meNow, 
look at 220. What is that intended to show? 

THE COMMISSIONER: Excuse me, 
Mr. Goldie, before you leave 219, you mean that 
it didn't identify the ownership of the Alaska 
leg and the ownership of the legs Bhat sgoGirom 
the 49th parallel into the U.S.? 

Mee cGOLDim- Yes) ab ‘didn it 
show any of the so-called -- it didn't show any of 
the ownership of the Gonnectingsfaci litres ,wLeteme 
put it that way. 

It didn't show ownership 
of the Alaskan leg or ownership of the Northern 
border leg or ownership of the western legs, south 
of the border. 

Now, it doesn't show gas 
flows because it doesn't show any gas flowing east 


to Canada -through the TransCanada Pipeline, does ath OF 
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A Novelsagreed with you. 
It was not intended to show gas flows. 

THE COMMISSIONER: ~ Excuse 
me, Mr. Blair. Does it show new construction? 

A Yes, thatuistexactly —- 
that's the best answer. It shows the new construction 
of the pipeline system. 

MR GOLD Ii: 

Q But you don't show any- 
thingsam TransCanada, do. you? 

A No, because the 
Arctic Gas Pipeline project as publicly described 
does not contain anything about showing the costs 
On design of gas flow in) TransCanada to my 
knowledge and it hasn't been part of the discussion 
that I am aware of. 

Q Although TransCanada 
stands 1in, the .same,relabionship to, Arctic Gas as 
does the NOrthern BOrders Group, which you have 
shown. 

A Not the same relationship 
because the, Northern Border Group is proposing as an 
ennerent part of thewintvegral spertdos thervarctic 
Gas, project. as.deseribed in, other jurisdictions at 


least in the States, to build a whole new system 


expressly for the purpose of moving gas from the 
Arctic Gas Project, their capital costs are ineluded 
in the figures quoted by Arctic Gas, their system 

is being designed in conjunctim I believe with 


Arctic Gas, or closé co-ordination of committees, and 
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Cross-Exam by GOldie 
Chi sisnlimamyiidoing, pawdidn *t»make:. i+ 
this way, but Arctic Gas has chosen to identify the 
Northern Border extension as a part of its project 
and tas fart asi sam jaware Lt has never identified or 
emphasised a concurrent TmansCanada expansion, 
natural though it is to expect as a ‘part of the 


Brocco r® Le sus GamGtein gehexfigures . 


Dive we Ghai ssa jiS 


the way it's been done. I am not trying: to characterize 


anything here, I am just describing what has 
been made public. 

QO But swe go7on, to. ire 
nextwone sand sthereswe have: Wroothi lis) proposal 
With san arrow to a solidered line and that’ is the 
POOthLias Line}eisn'taLt? 

A NEES) pe Se SS 

Q And then there is a 
solid blue line which is unidentified and that is 
AGTL Canada? 

A Mes 


Q ANGE hetes 1Sial Cotted 


ouvert ineMands thatea Smexpansi on Of AGTL? 


A ie Hee pagt iy AGTL =- well; 


the dotted blue line as I said when these charts were 


none of these dots are supposed to be exactly 
show the piece of line would be looped. They are 
to symbolize the process of expansion by looping, 


an@ we, have 'saidsbefore: that would be’ accomplished 


by AGTL Canada ias) to new facilities -- by it< construc- 


tion of new facilities and by its obtaining the use 



















-_. 7 _— - 
: ~~ . 4 . iq 











y ie ietey xd 
8 0s a to Guage oe Laitinen eins 
ih baa PLS GMs —=pronant ai suewe me [- 2s) tn? ean 
Lasisolia sbetktensa? saextehsoo 8 bosteadgns 
Sid to, Fa: em Jasexs oF BF #8 tipbortd’ Tsaaten 
‘poub Eh Bis af Jon-dawE SHOT Geaetesq 
$eyee ea 4ndy tae | . oe. 
igiteloe Baie? dow os a egal wded aah vem eu nee 
268 ini etldiaoeoh Jenp me { \ewed potittyas A ts 
.otidug sbam negd == : 
745 a we oo ew Bad co & 
Féeuueds af tidings! ommel ow S19d% bas 90 Yxsh im 
: 442 af Juett bas - oeel Bee Biloe- 6 os worte as dgiw oy 
| ti Pinet yonil attiatoot % 


2h tf , Ser a - am : tas 
24 Stare core Fak Q | . : 
35° Sede ome akties i, ak dAvidWesnkt « ‘s6Sd BELG2 





. 2e¥ A a 


Ssrrob- + eb arets Snk a 


hee +- IT visgeq ef af 5¢ 
7 Stew Wi ol bec Beye 2 ee ori 


* 


bea 


See blair 8085 
Cross-Exam by GOldie 


of existing facilities as the case may be. 


Q There is a selid yellow 


A 
line or orange line and that is Westcoast expanssen 


as applied for as part of the Foothills proposal? ~_* 

A Yes 

Q And then there is a dotted 
Westcoast and that is your assumption of Westcoast 
looping, or what? 

A Well, this issthe same 
answer, the answer when the slide was up. The 
dots allustrate for the purposes of this rather 
smallimap, awhere sit wouldn't be practical. to try to 
bejprecise. about weach section: of leop and of 
course the looping occurs from year to year too, to 
show that the Westcoast system would be expanded by 
looping and extended to Vancouver Island with the 
ee ee down in the bottom left hand corner. 

Q is there any application 
to extend the Vancouver Island before the National 
Energy Board? 

A Lecowvldn \t savaac the 
moment. THere have been applications in the 
past. I forget whether they were before the 
National Energy Board. I think you would know much 
Debiem than J+ »L dont pknow. But i think there 
will be one in due course. 

Q Ants Tt pCorrect..1 nn. any. 
understanding that the sufficiency in Westcoast's 
present ..-deliveries is limited to its.export customer? 


A Well, that's an involved 
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question. I do know as a matter of fact “that 
the principle curtailment of deliveries by Westcoast 
Irds=beeny Co its 4ii.s. customers Dut? 1 al so know Just 
from -reading the press that the British Columbia 
market has or is in the process of reducing 1ts 
consumption in order that the curtailment to the 
United States may be less. There have been statements 
of provincial government agreement between the 
Government in British COlumbia and I think the 
State governments in the Pacific Northwest that that 
should be done. Now, I Ehank, ac Jl say, it's involved, 
I don't think it is easy to give an answer. I mean 
a Simple yes or no. 

Q Well, the immediate 
effect of providing Westcoast with the gas along the 
link that is ishown there would be to restore 
Westcoast's ability to provide gas for expore, 
ushe t “that correct? 

A Well, I guess it would 
depend on how much, because as I understand Lt, ax 
there has already begun a reduction of consumption 
by B.C. users, then any additional increment of supply 
would be in some way allocated between those B.C. 
users and the Westcoast export customer and I 
don't know -- I have no basis to assume in what 
proportion thatfwould occur. Certainly what has been 
said publicly in connection with the issue of the 
National Energy Board's report and the statements in 
Parliament by the Minister of Energy, Mines and Resources 


and others have contributed to generally an industry 
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expectation in a period of tightness of supply, there 
will be some sharing by G@anadian markets of the 
reducing etitect) rather than seeing all of the 
curtailment applied simply and directly to United 
States markets. So that I would think that probably 
that increase in supply to Westcoast would go 

to a degree to B.C. markets and a degree to export 
markets, but I don't know how 


to give you an exact formula for it. 
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- Q And the green dotted 

2 | line is your estimate of the expansion which would 
=| take place in the TransCanada system?’ 

4 | A Well, like the other 

a Colona Of GOUCS yy tirst Ol aml. Sard that. these are 

6 colors showing that looping would be required and 

1 there have been estimates by both TransCanada and 

z by the Foothills people of what that looping would be. 
| Q Well, whether it's 

10 | Your estimate or anybody else's, Tt"s an’ estimate’ of 
11] the expansion which would take place in that system 


aS aeereoul li OL carrying PArceiLe jgas. 


13 A Yes, and =then like, as 
iq Weawent ern rOuUgM thas things iny Bec. peethe green dots 

a down as far as Montreal, and then at the end 
16, there is an extension because from our other dealings 


with the Quebec distributing company and the industrial 
ae | consumers, we conclude that this project should be 
19 | directed Co making gas supply available to Quebec City 
and the markets between Montreal and Quebec to offset 
| Sie f E eeee as ee risk to the “Province of Quebec 
4 and users within the province of a very heavy reliance 
on imported crude oil. 

Q And the expansions on the 
Westcoast system and the TransCanada system will take 
5 | place regardless of who delivers Arctic gas, is that 
| nO), COrrect? 


— A Yes, I'd say generally 


so, although not necessarily in the quantities and 


-_ acai | with the capital costs that have been described in our 
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filing because I don't know as much about the availability 
of gas to those two systems from any other project as 

I Know about it -- as we know about it in connection 
with our own project. 

Q i think you.ve. Just 
finished telling the Commissioner these diagrams were 
not intended to depict the size of the expansion. 

They are merely diagramatic indications that an expan- 
Sion would take place. Isn't that correct? 

A These particular three 
pages, that is correct; but elsewhere -- and we couldn't 
reproduce it in detail just as a practical matter 

there 
On pages this small,’ are specific calculations of 
expansion. 

Q But for the purposes of 
these Maps, to make these comparable, I suggest, to 
you that tha expansion shown on TransCanada and the 
expansion shown on Westcoast should have been shown 
Chwenesarctic Gas map, (Exhibit 219. 

A Nope oLSsacres <1 Omethaic 
reason, that what I was trying to do with these maps 
and what we have said we would do, is describe the 
Maple Leaf project and describe the Arctic Gas project , 
and the Maple Leaf project consists in its planning, 
design, and in the public descriptions of the project 
with what is shown on Exhibit 220. That is an expansion 
of Canadian systems from Vancouver Island to Quebec 
Citys That's a fair -- I know when people say, "What 
is the Maple Leaf project?" 


We say, "It's this new Foothilis 
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Pipe LineCompany and the corresponding expansions of 
Westcoast and trunk line TransCanada, and xt twi bl 

cost according to the then current estimates some 

'3 bifllton*to’puttinto place initially; eit cam be 

done in a certain number of years; the pipe requirements 
are what they are," and the whole thing is spelled out. 

When one says, "What is the 
ArCtic Gas) proyect?" 

ishave to follow yourtclienkn’s 
definition of the project, and in terms of capital 
cost estimating, the maps hat have been published, as 
I recollect them, theprincipal maps and the newspavers 
and stuff have shown something very similar to what 
1s° On Exhibit?219 ,/and® Iithink it's quite fair to 
show it that way. 

Now, if you say, "Well, do I 
accept Lew tbs med pS Go way evWo saccepe at that 
the Arctic Gas project could also be conceived of 
and described as involving an expansion of the Trans- 
Canada system to move the gas eastward, the Canadian 
companies succeed in getting from it?" Of course it 
could, and I don't know why you don't do it. 

THE COMMISSIONER: 

You're speaking of the expansion of the TransCanada, 
ther would be a further looping of TransCanada if 
delta gas were to be dedicated wholly to Canadian 
consumers. 

A Yes yosiem sure ‘there would 
and*of “course Lf all ‘other *things ahi equal, it would 


be the same looping as IE the same quantities of 
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were 
delta Ee ea ae EO VE through Foothills, and the amount 


Of looping will depend on the quantity of delta gas and 
what extra Capacity TransCanada may be finding itself 
with in those years, if there is a decline in the 
quantity Be Alberta gas which it receives, which after 
a while is predictable, and all the same factors would 
apply. But I have not intended to take any particular 
advantage by léaveing that Schematically off the Arctic 
Gas map. 

MR. GOLDIE: Just one or two 
Other minor points, Mr. Blair? 

Q Page 16, -- 

THE COMMISSIONER: Let's Sib hen. 
before you go onto these new points; your argument ,Mr. 
Blair, is that by taking advantage of existing systems 
you can deliver Mackenzie Delta-Beaufort Basin gas 
to Canadian consumers, for whatever Ene Capital ecose. OF 
your project is. Do you, in that figure -- you said 
Seplion a minute ago, I thought it was 4 point 
something or other billion -- but in that figure do 
you include the cost of Westcoast and Alberta's systems 
beinortied into the new Foothills dane from the 
Mackenzie Delta? You do not in: that estimate include 
the cost of delivering gas to Vancouver Island. Do you 
include the cost of looping TransCanada or do you not 
for the reason you gave me just a minute ago? 

A We do include the cost 
of looping TransCanada. Perhaps I could quickly re- 
construct the figure and take the liberty of remember- 


ing approximately the capital amounts because the 
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detail is all spelled out in here, in any case. The 
initial capital investment in Foothills to put the 
new line into operation is about 1.8 billion; the 
estimated capital requirements in Westcoast Transmission 
is some 300 million, as I recollect; theestimated 
Capital requirement in Alberta is initially something 
like 500 million, and that in TransCanada something 
like 700 million. So that if you add those up you have 
something like 3.3 billion dollars in total costs to 
do the job depicted on Exhibit 220, and the higher 
puguee ciate, you remember of 4 1/2 baldion or so 
-- are all the same facilities but carried through about 


See ee rootan ine 


five years of expansion to the time 
Plpeline as filled. So it depends whether one 
wants to talk about the project in terms of the money 
to put it in place & operating, or whether one wants 
to anticipate several years of expansion. I've taken 
some liberties, I may be 100 million off. 

On Tiagteaecosoi 1) Lion cest. 1s. 
ehe 42-inch pipeline at 1,250 psi. fully loaded. 

. A Webiyoort 16° that an ene 
Northwest Territories, plus all of the connecting 
facilities in Westcoast. 

Q But it is when you reach 
that point in the Northwest Territories that you 
have to have those additional facilities in the south. 
A Well,you have to have 
them all in place. When you put in the first 1 3/4 
billion dollars of capital in the Territories you have 


to immediately and simultaneously have the other 1.5 
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in place in these other systems. 

Q Yes. 

A Then the whole thing 
growsto adding compression to the Foothills system 
in the Territories while these other companies continue 
their process of expansion and extension of systems. 
All of these figures are spelled out in great detail 
in the books. I am not meaning to be other than quick 
in giving the rough answers that I have just now. 

THE COMMISSIONER: Well, maybe 
we could take a break for coffee, can we? A couple 
of minutes? Well let's stop for a few minutes then. 


(PROCEEDINGS ADJOURNED FOR FEW MINUTES) 
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(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 

MR. GOLDIE: 

Q Mr’. Blair, on “page 
24, question 29, the answer, you were asked about 


your facilities in Alberta, if I understand the -- 


or your answer is in relation to theAlberta facilities, 


amel icornect in: that? 

A Yes, my answer was 
a general answer, but then answered first in the 
general affirmative, yes, I agreed and then it 
went on to suggest that the principle was applicable 
also to facilities within the province of Alberta. 

Q Yes ;"™and- vou state, 
"We have forecast what spare capacity will develop in 
the AGTL system in the future and you then went 
on to describe the slide which unfortunately we 
don't yet have a photograph of, and I would like 
to have and you needn't provide it for me now, 
the year by year forecast from which that slide 
is developed and in particular the precise points 
at which the spare capacity devebps, do you follow 
me? 


A Lecollow yous it won't 


beydone particularly effectively by relating it'right to 


the slide because I said when the slide was up there 
it was sort of an approximation to get the point 
across without being quantitatively the most 
precise work we have, but there is very precise 

work in the filing and it is already in record through 


the filing year by year of what the capacity will be 
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in the future. 

Q Well I am not so’ sure 
that the material in the filing does provide me with 
the information and I quite agree that this slide, 

I assume, simply taken from some other source. 

What I am interested in, and I am unaware that this 
is in the file, what I am interested in is the 
buildup of the spare capacity and an analysis and 
identification of where it occurs on the siete 
Do you follow me? ‘ iat 

A ves, © Eollow’ vou, 

Q Thank you and could ~ 
I be provided with that please, at your convenience. a 

MR. GIBBS: Mr. Commissioner, 
werwiiloiprowidesmt or that amount. of it that's 
within the files, we'll point out to my friend 
SO a combination of both, he gets what he wants. 

MR. <GOLDZE : 

Q Now, it is an important 
feature of what I am asking for and I think 
inherent in what I am asking for that the sources 
of rsupplyi.for which»the capacity is,-huilt which 
becomes spare, do you follow me, or identify? 

A Isstollow: you, but 
I don't believe that it -- that/ can provide you with 
a detailed listing of those sources of supply. I 
doubtmili Ibecan . 

Q Well, (Eid naskwyousto do 
your best please, because if I understand it as 


an important, if not the essential part of the 
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Foothills application is that there will be spare 
capacity in the system at the time that Foothills 
delivers gas to Alberta Natural Gas Trunk Canada 
for redelivery to the AGTL system. 

A Well, I have no doubt 
at all in our ability to show -- to make that 
point, that there will be spare Capacity. .Wwhat 
I think I must protect though, is. this: that a 
portion of the spare capacity will exist from facilities 
Siig etoube bud Lt, 

Q Vese 

A While a portion will 
exist from facilities which exist now, and for 
the facilities still to be built, we run into: two 
paractical matters. 

One is that to a degree our 
calculations will have supposed the continuing 
trend of growth of gas reserves and Supply in Alberta 
as there is every reason to forecast, there 
has been a long history of growth and supply,we are 
confident that it will continue into the future 
to some degree and by its nature, that is a matter 
of analysing a trend, historic statistics and 
future geological and other assessments and 
deriving a trend number so that -- that's a little 
bit -- to ask where those sources of supply would 
be, could be a little bit like saying where will 
the next ten gold discoveries be in the Northwest 
Territories. You know, it would be nice to know, 


but not that easy for anyone to give you an 
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authoritative list, It is"more; a matter’ of “trend 
of supply than identifying individual sources. 

The other reason is nee even where we do know some 
of the individual sources, as we do, sources of 
supply that will require future expansions, to 

some degree that information is confidential 
between Alberta Gas Trunk Line €ompany and the 
shippers of gas that it serves, people like 
TransCanada, local utilities in ALberta, Alberta & 
Southern, and I am just not completely free to turn 
over to anyone else what their projections are of the 
future sources that they wish us to attach. 

So those ere the two reasons. 

not 
imoamcinavwnd 1t dticreult. to do because we haven't 
got a lot forecasting, but because the forecasting 
in a system such as ours is necessarily rather complex 
and is just not that easy to give you the whole 
picture authoritatively. 

Q Well, what we are asking | 
for is the forecast and we will struggle with the 
complexity, but You inde Cina that it is necessary 
EO_Jeteaqe che burla=up Of that “spare “Capacity which 


implies in respect of future construction between 





now and the delivery of gas from the frontier, 
a forecast of sources of supply and markets, because | 
you are bringing gas on either here or here or down 
here somewhere and all we are asking for is the 
-- that forecast. Do I make myself clear? 
A Oh, you make yourself 


really clear because this is what we are doing. This 
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is what we have had to struggle with, is doing exactly 
this work in order to project the annual Capital 
cost and the design of sections of loop that we 
have. What I am saying is that when we show 
you eux worksheets, you cannot count on the detail 
that you described in your first question, of 
an exact definition of what all the supply fields 
will be. To some degree we had to make assumptions 
and generalizations. 

Q But you appreciate that 
it is an essential part of understanding your 
base case which utilizes spare capacity to know 
where these supplies which give rise to this 
increased capacity to be built takes place. 

A Well or "course 1 
appreciate that. 

Q Ves. wel ly. abiv rion, J 
will leave that request with you and Mr. Gibbs. 

With respect to that and 
as a subsidiary question, a few minutes ago we were 
talking about pipe sizing and relation to the 
carriage of combined flows of gas from Alaska and 
the Beaufort Basin. I suggest to you that if 
we" take the minimal case of two and a quarter b.c.f. 
a day from Prudhoe and one b.c.f. a day from the 
Beaufort Basin, if that was delivered to the AGTL 
System, it would require the construction of a 
completely new system throughout Alberta. 

A Oh well, I ‘doubt that 


that is correct. I say it cautiously because one 
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would have to run through the calculations and 
I am not aware that that particular calculation has 
been done recently, but I -- 

Q Well 2-— 

A The more I think about 
tieethe more... think 1. understated that. I am 
quite confident that that is not the case. 

Q Are you suggesting that 
there would ~be spare capacity in the AGTL system 
that could accomodate 3 1/4 b.c.f. per day through 
Alberta? 

A No, that is a different 
question. What I am suggesting is that there is 
sufficient capacity in the AGTL system, but it 
would be not necessary to build entirely new whole 
system across Alberta to move that quantity of gas 
and I am quite confident in that answer. 

Q Wouldn't you have _ to 
completely loop your existing system, by existing 
system you know that I am not understanding -- I am 
not speaking about the spaghetti bowl of three and 
four 4nch lines, I am talking about the system 
theatevould carry. gas from the point of acceptance 
on the border to the point of delivery at Empress and 
at the border. Wouldn't you have to loop the 


existing system to carry that, completely loop it? 
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A I’can"t’ ‘give yau' a 
“res*Stor Winoe™ to thaws “doube we: You haven"t told 
me what the quantity split is, and it would 


depend on exactly when it was done, what the concurrent 
growth of Alberta's supply was and other PAaCtOrs. = 
can't simply say "yes" or "no". T Saye 2s doubt at.” 

Q Well, the split doesn't 
take place until you get fairly far down the province, 
does it? 

A Well, it takes place 
about 2/3 of the way, I guess, down the province. 

Q And I am suggesting that 
to carry it at least to that point would require 
complete looping of any system that would exist in 
Alberta at the time that this gaS came on. Say 1980-81. 

A No; you're not right. 

Q You do not think you could 
=-SI¥mitsorry} are“vyou saying you could accommodate 
thre and a quarter Bcf. from the Alberta border to 
the point of split 2/3 of the way down Alberta without 
a complete looping of your existing tacwlities? 

A Yes, to my best judgment 
I'm saying that. Again, that's our study. 

Q Welly, wilt not these 
forecasts of build-up provide us with some indication 
of that? 

A They may or may not 
coincide with a particular assumption that you've 
given me. They will provide us with the basis of showing 


the total quantity, in our range of build-up, at which 
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a complete pipeline system exists. But I think I -- 
you see, we've done some calculations and you're asking 
me to give you in a summary way the result of a very 
big calculationwith some base figures I've never used. 


I think I'm on solid ground this way in saying that 


I remember that for the total throughput of the Mackenzie 


Delta quantities which we have asamed, which total 
224,09 2.5:billion-cubic: feet a-day, . that when we 
calculate the design to move that quantity of gas 
through the province that the result in its pure 


engineering, before we apply any policy questions, 


was still something short of the requiring of a completely 


continuous new line. 

Q Something short ¢ 

A Something short, and 
that the continuous line for arctic gas, we were then 
looking at in itself, included some pieces of LOeDS 
a substantial split, which were already calculated to 
be in place before the arctic gas started to come. 
That's about the closest I can do to match our real 
study with the new case that you are suggesting to 
me, and I would tend to judge from that that we would 
find that the three billion a day was still something 
Short. It's tough, I mean you're asking me to take 
some new data and give you a summary answer which 
would take months and weeks to run through. I kind 
of doubt if what you say is so. 

Q Let me see if I've 
understood what you've told me so far. Atir2 ol/4 


Bcf. a day you found you were still something short of 
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a complete new system. 

A Vesit las age? : 4a palin 
a day. 

Q Iingserty,,@2%4- 

A Yes, and I also said that 
the components which I had included in that design 
included some components of loops put in in previous 
years, so I was considerably short of an incrementally 
new system to move Arctic gas alone. 

Q It included some components 
which will be put in between now and the delivery of 
Ar cticegas. 

A That Seexactlycwhatel 
meant. 

Q Right. Now, my suggestion 
to you is that if you were to takewnot i2. 4faciebut 
3.25 Bcf. you would in fact have, to all intents and 
purposes, a completely new system. 

A Well) ©Dimesaying 4 “can't 
agree with -you-on\that. I simply can't endorse your 
Supposition as I'm sitting here. I don't know whether 
that's true and I doubt it. 

Q Butait then2 24 Best, 
was something shont, the 31/4 Bcf. would be even 
Shorter. In other words, the difference between the 
complete new system and one that still utilized compon- 
ents of the old would be considerably less than the 
Case 1O.f12 94 2 


A Yes. 
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Q Now, at that point are 
you not looking at the economics of a completely new 
line as opposed to a looping program which in effect 
creates a new facility? Wouldn't you be comparing those . 
two? 

A inepaccs Iifind Gyour 
questioning to me hypothetical to a point in which it's 
really difficult to give you a useful answer. I would 
agree that if you had hypothetically an instant need to 
transport 3 1/4 billion cubic feet a day you would 
have a basis for considering the installation of a new 
line as an alternative to looping on an existing system. 
Dealing just with mainline design, before you consider 
other factors, you would still have the question of 
whether there were ways of adding loop to the existing 
system, having regards to the components of loop already 
in it which might be more economical, and that would 
have to be figured out; but then you get into a whole 
other realm of factors such as environmental operating 
assimilation which, in our view, make it significantly 
more desirable to expand an existing system on the 
basis of its' established rights-of-way Operating 
basis, telecommunications and so on, than to build a 
whole new express line and parallel it. 

Q L6Y Ltea—w itm sorry: 

A Those factors have in 
part a capability of being measured in terms of cost 
and that's thrown into the equation, and then they have 
in part aspects which cannot be measured just only in 


costs, but become environmental md other considerations, 
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are still material and have to be given some weight, 
and we have to take all those things into consideration. 
My judgment,as well as you can sort of go by the seat 
Of your pants, on.aysituation like this is still. that 
we would tend to assimilate that line with the existing 
pipeline, and other pipeline operators would do the 
Same thing as historically these expansions have 
occurred. 

Q Well, isn't the measure 
of how close you will be to a complete new system or 
a completely separate system, your undertaking to the 
Government of Canada that by -- at the end of five 
years, AGTL Canadapwiell, at. a throughput. of 2 1/74 
Bcf. a day have a complete system under its own 
ownership and jurisdiction, isn't that a measure of 
how close you are at 2 1/4 Bcf. to this complete 
system that we're talking about now? 

A One, Lene re. ane two 
considerations to this answer. The, Lurst.1s that 

terms 7co 

yes, it is a good measure in close to meeting a complete 
system, and when I said we'd be something short of 
meeting all the pipe, we looked at it and said this 
is close enough that we would probably, in order to 
give a good assurance that there will be a real 
effort to put in a continuous system within a reasonably 
short time, we'd say that we would close those gaxrs 
even if they weren't absolutely needed, if the govern- 
ment wanted us to. 


The other aspect and the more 


important one is this. That continuous system that we 
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have undertaken to provide is not to be constructed as 
an incremen_tally new pipeline across the province: "I 
emphasize that. It's a system which would be composed 
in part of new pipeline. built only to move Arctic gas 
and in part of components of aystems which had been 
built previously to move Alberta gas. So it is still 

a long way from saying that to move that quantity of 
gas we would build in a whole new line across the 
province. 

Q It will be a system that 
will be new construction for the purpose, together 
with components of the AGTL system which will be built 
between now and 1979 or 1980. 

A Or which already exist. 

O Mess NOW, i suggest, to 
you that the gap, as you put it, would ceGrainiy she 
closed by an additional throughput of a billion Bcf. 

a day. 

A Wel De that's what. vou 
were Suggesting and I was saying that I didn't know, 
but sh doubt, at. 

Q Ail maghts 

A And I haven't changed 
in just these few minutes of Dhinking about. it. 

Q But I think we've got 
this far, that given all the qualifications and accept- 
ing the fact that you were considering this without 
the help of calculations before you -- and I appreciate 
that -- haven't we got this far, that with Alaska 


gas in the quantities that I've spoken about, namely 
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2 1/4 Bef. a day, and delta gas of a billion Bcf. a 
day, you were looking at so substantially a new system 
that the real issue between you and . Canadian Arctic 


was the ownership of a new system through Alberta. 


‘ 
! 





7 6. toe noLttid & to 2A0 oif8bbos ‘7  <2e : BL £ 7 


a 








m8 r 2 
- ae 


sbbLoo a maxd-sacr) . 7 7. 


a 


meteve won 6 vilsianededue omit eben RIN « 


Yo 


cizoaA asibsas). bas woy asewged auned isox odd tendo 1 


eduediA dovords medeye wen 6 30 qifatonwo edt esw 


€107 


ae S.R. Blair 


Cross-Exam by Goldie 


A No, because the other 
very important item that has been omitted in our 
recent exchange here ge Ene miten-or- timer, Your 
Suggestion that there would be available 
suddenly, instantly, three and a quarter billion cubic 
feet of new gas supply to move across the province, 
is hypothetical beyond anything thathas been suggested 
by either applicant. Both applicants have been 
assuming that there will be a gradual build up over 
a number of years of the daily quantities of gas 
available from both sources and all of that contributes 
considerably to the advantage in economy, the cesticn 
and prudence of incrementing gradually on an existing 
system so that you only build for what you are 
sure you see before you. You go cautiously on a 
more manageable,more drawn out project than a 
big crash bang Progra. to do everything at once and 
so that's a big factor of difference between 
the two projects which is obscured by the hypothetical 
assumption that there would suddenly and instantly 
be*S 174" billion a day available of new supply. 

QO Well, let's GO aes ae 
another way. THe issue is neally the ownership of 

what you are proposing will bea completely separate 
system in five years. Ownership and control of a 
completely separate system in five years moving 
21/4 b.c.f. a day and a System which at the time 
you were in the study group was looking at a minimum 


CY i LRN fa en teas iam ey day. 


* Now, wasn't it the issue 
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1] of the control of that 3 1/4 b.c.f. a day, whether 
reached in five years, the same pa@iod of time that 
we are talking about as reaching a separate system 
for your own ? Wasn't that the real issue of 
difference betweran you and the remainder of the 
study group? 

A Well, we are getting 
| closer to defining one of the issues, but even to 
finish that definition I would have to add a 
few things. The capacity proposed by Arctic Gas 
Li was not 3 1/4 billion cubic feet a day, it was 
4 1/2 billion cubic feet a day in the the top 
end and 6 3/4 billion a day out the bottom end of 
ALberta. 

Q My BL aa, #lesam 
SOrwty fl naveigom tewinterruptyou ,on «that....I thought 
we had it established that you were aware of 4, 


Pa 


“ 


reason for the design of the lower laterats and 
you knew that that design was done in the absence 
of any knowledge as to the Splut so they were 
sized on that basis. 

MReo GLBBS: y-Oh,.-that has 
never been established up to this point, Mr. 
Commissioner, at all. 

A Sir, I am aware of a lot 
of things. In the way this developed, I am aware, 
if you want us to reconstruct some of these negotiations 
which I have been trying hot to lead into ,that had 
it not been for some negotiations we were taking that 


the laterals south would have been larger than they 
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are picsently. But in the end a lot has been said 
about these laterals and a lot in different juris- 
dictions. I am aware that evidence has been offered 
that there may yet be large quantities of Canadian 
gas going to the United States and there are 

good reasons to size those laterals into the States, 
== and “what. 1. just have to“go%on in the-end on the 
record Of what has been filed for and recently we 
got -- we took the aggregate a few months ago. 

They were obtained for us. The aggregate of the 
daily quantities of design Capacity named by the 
applicants to bring gas through Arctic Gas into 

the United States and I think the aggregate was 

6.9 billion cubit feet per day of initial installed 
capacity and I do have to go more on the face (ot 
these applications than to listening to every 
interpretation as to whether or not they may be 
changed in the future. 

Q You have indicated that 
you are familiar with the application of Arctic Gas. 
You have stated that that's how you reached certain 
conclusions. Can you tell me what volumes of 
gas ‘the ‘tariff is’ based''on? 

I interrupted youwhen you 
were answering my question which I come back to and 
this time I will allow you to complete your answer 
without interruption. I am putting it to you 
again that the real issue between you and the 
rest of the study group was the question of - ownership 


and control of a line sufficient to carry through the 
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Province of Alberta the amounts of gas which would be 
delivered from the Delta to @anada and from Alaska 
to the United States. 

Now, can you say whether that 
was an issue between you and the remainder of the 
study group, or whéther it was not. 

MR. GIBBS: Mr. Commissioner, 
L,think my friend should be aware of before 
Mr. Blair answers, is that he has said that the 
real issue now -- Mr. Blair is going to answer that 
question, he must feel free to recite what the 
issues were and there were obviously more than 
one and that may be getting exactly into what I 
think my friend and hisclient doesn't want disclosed 
which are the confidential matters. 

MR. GOLDIE: I have no 
instructions from my client on that. The question 
that I have put is that there were -- that the 
application as filed indicates a transmission of 
3.25 b.c.f. a day rising to 4.5. Would you agree 
with that? 

MR. GIBBS: Again, he 
Says "the application as filed". Now, does he 
talk about the tariff structure or the design 
Capacity? 

MB. GOLDLE: J. am talking 
about the -- 

MR. GIBBS: -- because they 
are two different things and if he wants Mr. 


Blair to answer he should be specific on what he 
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is asking for. 

MR. GOLDIE: I am talking 
abaut the tariff as filed, having regard to the statements 
made in the application about the design of the lower 
laterals. 

THE COMMISSIONER: Well, 
has this question been determined? LESEt Os sone that 
should be carefully framed and all your questions are 
of course, take a moment if you wish, to confer 
with Mr. Horte. 

MR. GOLDIE: Well, do you 
have any problem with the question that I asked? 

A Welly, “ritght atthe 
moment I think that I have got three questions 
before me. I don't have a problem with any of them as 
I understand them. 

Q Well, suppose you Ghy. 
answering them. 

A Well, I understand the 
fisrt question is, am I aware of the daily quantities 


and the corresponding tariff calculations which 


have been employed by ArctichGas)"a@na°Il would™have 


to say that I believe I am generally aware, I believe 
\ 

that therels some inconsistency at the moment between 

the daily quantities and tariff calculations in 

the various components of the applications and 

jurisdictions, which I don't Say critically because 

it's -- as time passes and circumstances change, 

maybe there is good reason for thesé*things to 


happen, an.d my understanding is that the application, 
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ALLWEST REPORTING L-TD. One Blair : 
URNASY 2. B.C. Cross-Exam by Goldie 


the dealing with tariffs, the application of Arctic 
Gas in Canada and the Canadian authoritzes has 
been based on quantities building up to 
illion 

4 1/2’cubic feet a day. 

I have pointed out that 
it has more outlets than it has inlets, but -- and 
that is a matter of effecting the capital cost which 
I suppose shows up in the tariff calculation because 
adisfof the: facilities tare icovered:by ‘the capital 
cost. fo my best knowledge it is still true that 
the aggregate capacity of the facilities which 
Arctic Gas American members have applied to build 
as whotly new points of entry into the United 
States, has a capacity of about 6.9 billion cubit 
feet a day and the last I heard -- 

THE COMMISSIONER: That's 
the 48 inch and the two 42 inch -- 

A Yes,,, Js 14. 

THE COMMISSIONER: Pipes, yes. 

A And certainly I suppose 
that that and the design of these delivery laterals 
in southern Canada has a meaning to a Canadian 
company observing this happen. It is my understanding 
and I am less; sure of this because I haven't been 
particularly a student of it but I was told by 
our staff recently, fairly recently that it looked 
to us as though the tariff calcu}ations in the 
United States filed with the regulatory authoriaation 
authorities, they had also anticipated 6.9 billion 


cubic feet a day, you know, figured out in cehts and 


cits 


ee ya 
sibiod Yd es ion ae 


sitotA Yo nobIBobLags Sd9 yertties do lw patise’ ont + 
ned actsizoddes Hetbsasd edt bas shane) af 260 a 
o+ qi tnibfaud asititnsyp no beasd assed =| & 
. | moiitid | a 

.yeb 6 test atdyo'S\iob 
tent tuo hatniog eved I ‘ le 
bas += dud ,eseine eed 22 mors atefsuo arom sad ti a 
doktiw te00 Ietiges edt epnttvetts 30 restam s ek Feds ,* 
seusped aeLdeluoleo Bites edt ai qu ewone. sxoqque I 2 
{atfiaqss aft yd Hetevoo S26 goitilios? edt to {is 4° . 
sed ours Lfite ek 34 opbelwond Jesdoym oF .3809 , et 
istdw entcitiost ead to yitosgso Stepezpes ot i 
[iud od .betiqags sved axedmes neoiremA . #80. of39TA 
Hotial ss o¢mi ywtias 20 etaiog won yifodw 2e5 oe 
situs H@kifid 2.2 tuods to ystosqso Bs esd ,ee7876 bt 
.. Bese I tasi of3 bas yeb s test 
46AT 22aKOTSSIMMOD ABT 1 


.« dont Sb owt eft Bra dont 3b oz ‘4 


he 
,fia ,29% A 
esky ,29gi% gAEMOTSSIMMOD SHT = ‘es 
gaojqu2 I yintetie> baA A a : 
Zisyotad yasveteh sees to mptesb eft bas soft Jedd 3 
nstbeteo & Of painssm 5 ene shénsD arredayoe tt 7 


oiSastersbau wm eb 3D -vaaggqed ebd2 paivisedo yisqmol Ee 
rood j'asved I sevcced gins to exe eeel ms T Bas ; 

uc blot aew tT tud $k Yo “sashes # yltslvotsieg — ce 
botoot +) #ade vionevet yltist yylsnscet Teva 20 eis 
add ai anotsstuohes Fiitsd ont dprods #5 ‘ay oF — 
noitssitodsus yroteispen add dtiw beflit ‘gegsde2 besinv be 
aoiilid 2.3 hodeqtoitas eafs bart yous (neo * 





8113 


3URNABY 2. B.C. ; Siemens 


Cross-Exam by Goldie 


m.c.f£. So, it is on that information, which I hope 
iS,correct,that I)am)»basing my remarks about 

an export system and my Understandang.of tariffs 
and quantities. Now, I still have two other 
questions -- I think you left me with three 
questions and that is the first -- my answer to 
the first one. 

Q Well, that certainly 
wasn't the answer to my first question. The 
—~sigil gO back and see ifmswedcantvget.at, this 
reasonably simply. Given the quantities that 
I am talking about which is three and a quarter, 
Savenpchati quantity and..gust stick with. that 
quantity because that is where the tariff starts, 
Lom teat? 

A Is this your new hy- 
pothetical.guantity) of an instantaneous -- 

Q No, I want the 
filed tariff that you have been talking about. 
That's where it starts. 

A Okay, well, that's 
another three and a quarter, that is not the 
same three and a quarter we were talking about a 
little while ago. 

Q I am talking about 
a total of three and a quarter, two and a quarter from 
the delta, from Alaska and one fra the Delta -- now 
that is the base case in the tariff isn't it? 

MR. GIBBS: Well, let's 


show it to him then so he knows what he is looking at. 


Better for him snot to be in doubt. 
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Sehs Blaty 

Cross-Exam by Goldie 

THE COMMISSIONER: Take a 
minute if you wish, Mr. Goldie. 

MR. GOLDIE: Yes, thank you, 
Mr. Commissioner. 

THE COMMISSIONER: Excuse me, 
Mr. Goldie, I was only going to sit till about 4:30. 
tf) you prefer, we could adjourn now and atart at nine 
in the morning and then you'd Jeti = 4s Vela 1) 
“ge he jeliers 

MR. GOLDIE: If you did that 
I can provide Mr. Gibbs with all the references. 

MR Pe COMe a eMir.) Bal Tivaad 
something he wanted to raise. 

THE COMMISSIONER: All awe ak ey 


MR. BELL: Yes, just one minor 


matter before we adjourn, sir. In his cross-examination 


this morning Mr. Goldie referred to a document which 
I believe he called the Study Group agreement, and 
he read some excerpts from it. I was wondering Tsryou 
Could tell us if that's an exnibie 56 and 1f Pe urereet 
whether it should be? 
MR. GOLDIES Included am what? 
MR. BELL: This was during your 
CrOse-examination Of Mr; Blair, I believe. You refer- 
red#z0 a°-- 
MR. GOLDIE: You isay ancluded — 
ME. BEL You referred to a 
document called a Study Group agreement, I think, and 
you read something from it. 


MR. GOLDIE: Yes. I'm sorry, 
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I thought you asked me whether it was included. 


I am aware. 


should be, sir. 


should be. 


Wi Libebe. 


Arctic Gas - 


Sits 


Bikar 


Cross-Exam by Goldie 


MR. 


MR. 


MR. 


MR. 


THE 


MR. 
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BELL: Is that an exhibit? 


GOLDIE: 


BELL: Well, 


INO-« iVoONe ish Seeaie aS 


perhaps: Lt 


GOLDIE: Yes, perhaps it 


COMMISSIONER: Well then, 


SCOTT : 


I presume 


inte 


Gasy well produce it vand) itewill be marked in due courée. 


THE COMMISSIONER: Well, does 


that satisfy you? Well, we'll adjourn to tomorrow. 


(PROCEEDINGS ADJOURNED TO AUGUST 20) eto) 


>» 


19 August 1975 
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